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NATIONAL POLICY AND LSSUES 


STATISTICAL WORK CONCERNING COMMODITY PRICES DISCUSSED 
Beijing TONGJI [STATISTICS] in Chinese No 5, 17 May 83 pp 3-4 


[Article by Zhang Yigeng [1728 0001 5105]: "We must have a New Improvement 
in the Statistical Work Concerning Commodity Prices"] 


[Text] Recently, the leading comrades of the party Central Committee pointed 
out that: All the fronts, districts, departments and units have the task of 
reform, They must oll shatter the worn out conventions, the same old stuff 
and the old styles that impede our progress, and must study the new situa- 
tion, solve new problems, sum up new experiences and establish new rules and 
regulations. Without reform, we cannot realize the four modernizations. In 
the statistical work concerning commodity prices, we must follow this guiding 
thinking to accomplish our task of reform. 


The goal in the reform of the statistical work concerning commodity prices 
is: To establish and perfect a scientific system of statistical index and 
method of statisticai survey in order to reflect in an accurate, timely, 
all round and systematic manner the actual situation and the laws of the 
various economic activities in the sphere of circulation and serve the 
building of a socialism that embodies Chinese characteristics. To realize 
this goal, we must penetrate into the market, the basic level shops and the 
various links of commodity circulation to carry out a thorough investiga- 
tion, analyze and study the new changes that have taken place since the 
Third Plenary Session of the llth party Central Committee, delineate the 
weak links and backward conditions in our work and offer opinions and methods 
of reform that are geared to reality. The reform should have an overall 
plan, should be carried out in order of importance and urgency, should bear 
in mind the overall situation, should be tackled in a comprehensive manner 
and should be launched step by step. At present, we must put emphasis on 
studying the following few issues of crucial importance: 


(I) Perfect the system of statistical index. In the last few years, we have 
substantiated the content of statistics concerning commodity prices and 

have increased the items of index. But we have not yet formulated a complete 
and scientific system of index. Soon after the index of the economic results 
was set up, some interrelated indices failed to link together or to comple- 
ment one another. In the system of commodity price index, the price index 

of import and export commodities was not yet established; and the classified 








catalogs of commodities in domestic trade statistics and price statistics 
were not coordinated, thereby making it inconvenient to study problems. It 
was even more difficult to link up the related statistical index of commodity 
prices with the statistical index of the overall balance in the national 
economy. Titus, reform is imperative. Reform should be carried out by 

using the principle set forth at the 12th party congress concerning the 
building of a material civilization and a spiritual civilization as guidance, 
taking the needs of the state's planned management as the basis, and acting 
in accordance with the spirit of making overall plans and taking all factors 
into consideration, of looking ahead and behind and of creating a favorable 
condition for making the statistical index of the overall balance in the 
national economy complement the specialized statistical index. We must 
enable the system of specialized statistical index and the system of statis- 
tical index of the overall balance in the national economy to have an 
inherent scientific relationship and at the same time to play their roles 
independently, thereby truly making it possible for them to be linked with 
eac’ other and complement each other. 


The fundamental indication in the reform and perfection of the system of 
statistical index of commodity prices is the ability to reflect in an all 
round manner the following: (1) The role of the commerc‘al and business 
activities in the process of social reproduction such as production, construc- 
tion, distribution, exchange and consumption; (2) the materials exchange 
between the urban and rural areas throughout the country, the changes in 
commodity supply and demand, the balance between society's purchasing power 
and commodity supply, the balance between the production of major consumer 
products and consumption, and the quantity of the major consumer products 
consumed by the urban and rural residents; (3) the changes in the retail 
prices and procurement prices of the major commodities among the various 
channels of circulation, the change in the index of the daily living expenses 
of the staff members and workers, the procurement prices of the agricultural 
sideline products, the comprehensive price parities in the exchange between 
industrial and agricultural products and the prices of the import and export 
commodities; (4) the condition of development of the commercial organiza- 
tions and personnel of various types of economy and their business positions 
on the market. In short, it is the ability to fulfill the requirements of 
stipulating policies, drawing up plans, examining the execution of policies 
and plans, and carrying out scientific management and propaganda and educa- 
tion, 


(Ii) Reform the methodology of the statistical system. While perfecting 
the system of statistical index of the commodity prices, we must study and 
reform the method logy of the statistical system, work hard to attain a 
planned statistical survey, a scientific statistical norm and a diversified 
method of survey. 


A planned statistical survey is determined by the needs of the targets 

which statistics render service to, the terms of the targets of survey and the 
subjective initiative of the statistical personnel. For many years, in the 
statistical work concerning commodity prices, we not only did not have a 








medium and long term pian for statistical survey, we also were unable to 
fully realize some annual plans due to inadequate understanding of the 
objective reality and insufficient subjective forces. As regards some items 
that needed to be surveyed every year, in the past, we were used to adopting 
the method of “basically not touching anything and carrying out readjust- 
ments individually” in launching patch up work, thereby incurring losses in 
manpower, material power and financial power. In the reform, we must make 
big effort to study and solve this problem, work hard to make sure that we 
have drawn up a survey program, have obtained experiences in tests at 
selected points before we carry out each item of survey and have included 

it in the survey plan that is approved by the leading organs; and make sure 
that we can provide materials for the leading organs without delay at the 
conclusion of the survey. 


A scientific statistical norm occupies a particularly important position in 
the reform of the methodology of the statistical system. The problems that 
urgently need to be solved at present include: To unify the classified 
catalog of commodities, which includes unifying the scope, the calculating 
unit and the calculated prices; how to individually treat and link together 
the classified commodity catalogs submitted and used by the commercial enter- 
prises of the different types of economy; and how to link up the drawing 

up of a classified catalog of the price index of the daily expenses of the 
staff members and workers with the classified catalog of the survey of the 
livelihood of the staff members and workers, and so on and so forth. At the 
Same time, we must study the problems of how to standardize the format and 
coding of the commodity price statistics and the survey of the livelihood 

of the staff members and workers. All this is the prerequisite to more 
effectively using the computer technology. 


A diversified method of sruvey asks that we closely integrate the content of 
survey with the mode of survey. After the reform of the system of economic 
management, a very complex issue is which method of survey we should adopt 
toward different items of (such as the index for directive-style plans, index 
for guidance-style plans and index for market regulation), different targets 
of survey (such as the national economy, the collective economy, the jointly 
operated economy, the individual economy as well as the economic district, 
the energy resource base and special economic zone), different statistical 
indications (such as the index for the overall baiance, the index for 

single items), and different frequencles of survey (such as continuous survey 
or one time survey), in order to gather information on the situation in an a 
all round manner. We must continue to probe, sum up experiences and propose 
practical and realistic methods accordingly. 


Furthermore, we must standardize the basic statistical work. Through enter- 
prise rectification and the establishment and perfection of the accounting 
system, we must attain the following: There is proof of the source of our 
statistical figures, and the calculating apparatus, calculating unit and 
calculating methods must meet the standards; transmission is swift, pro- 
cedures are sound, and there is some one in charge at each link; there is a 
system for examination and verification, inquiry, correction, recording and 








itemizing; there is an all round statistical accounting system that is 
convenient for inquiry and transfer; there is unison in the figures of 
similar indices reported to the higher level by the various functional 
organs; and there is explanation for the rearons why there are changes in 
statistical figures and why the specifications of the indices are not the 
same at different points in time. 


(IIl) Improve the mode of statistical service, At present, besides provid- 
ing the basic statistical figures for the leading organs and concerned 
departments monthly, quarterly, annually or over the years, the statistical 
organs of many districts, departments and units also provide "Statistical 
Materials," "Simplified Statistical Materials," "Market News" and "Price 
Trends" that embody statistical analyses and explanations. They have won 

the fine appraisal from the leading organs and concerned departments. But 
the majority of the units are still staying at the level of reporting 

fagures in a careless and perfunctory was and have not given full play to 

the vested role of statistical work. lin the future, they must improve their 
service mode and raise their quality of service. The provinces, municipal- 
ities, autonomous regions and the large and medium-sized cities must 

compile and publish statistical yearbooks on commodity prices, make use of 
statistical figures and statistical analysis to publicly propagate the 
results of the business activities of the commercial enterprises and bring 
forth existing problems, and expand the scope of service of statistical work. 
At the same time, they must also compile a monthly, quarterly and annual 
contrasts of indices of the basic trend of movement of the statistics con- 
cerning commodity prices and the contrasting data of related economic 

indices to be used by concerned departments in carrying out economic forecast 
and reference, The units in small cities must generally launch statistical 
analysis, make use of statistical figures to carry out analysis and appraisal 
of the economic results of the enterprises, and provide without delay 
statistical materials on the situation and analysis for the leadership. The 
enterprise's etatistical work must adopt a flexible mode to improve the 
business management and service of the enterprise. 


in order to enable the statistical work concerning commodity prices to better 
serve the four modernizations, while carrying out reform, we must also act 

in accordance with the demand of the 12th party congress on bringing the 
entire economic work onto the track of taking the raising of economic results 
as the key, penetrate into reality, launch investigation and study and 
reflect without delay the new situation and new problems. 


(Ll) We must adopt the viewpoint of integrating the speed of development 
with the economic results, carry out penetrating investigation and study on 
the commodity sales, expenses, labor efficiency, use of funds without repay- 
ment and realization of tax payment on profit of the commercial enterprises 
and supply and marketing cooperatives, reflect the fine experiences of those 
units that score high economic results, and make propositions on how to 

tap the inherent potentiale of the enterprises. 











(II) We must act in accordance with the principle of integrating the 
interests of the state, the enterprise and the individual, carry out inves- 
tigation on the new situation and new problems that have appeared after the 
commercial enterprises have implemented the syster. of business responsibility 
with contracting in the main (for instance, the changes in the composition 

of the sales of commodities and the structure of reserve, the making up of 
deficits and the increase in surpluses, the change in prices, bonuses and 
floating wages, and the improvement of service attitude and other condi- 
tions), and provide without delay for the party and government leadership 
special topic investigation reports with analysis and proposals. 


(111) We must act in accordance with the principle of the leading role of 
the planned economy and the supplementary role of market regulation, carry 
out investigation on the situation of development of the state-owned 
commerce, the collective commerce and the individual commerce as well as 
country fair trade, and study their individual positions, roles and existing 
problems. At the same time, we must carry out comparative studies on the 
changes in the proportion of market regulation in the procurement and sales 
of commodities, the changes in the proportion between negotiated price and 
market price in the marketing of commocities, and the changes in prices and 
to what extent these changes affect the livelihood of the staff members and 
workers, bring forth opinions on improvement and exert ourselves in en- 
hancing the all round development of the national economy, stabilizing market 
prices and stabilizing the people's livelihood. 


(IV) In accordance with the situation last year of a big bumper harvest in 
agriculture and of the readjustment of the wages of some staff members and 
workers, we must ‘nvestigate and study the changes in the demand for 
commodities after society's purchasing power has beer raised. We must also 
investigate and study the situation of the commercia) departments at various 
levels in organizing commodity supply and raising economic results. 
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NATIONAL POLICY AND ISSUES 


SUBSTITUTING OF TAXES FOR PRC®'TS SEEN AS BASIS FOR REFORM 
Chengdu SICHUAN RIBAO in Chinese 29 Jun 83 p 1 


(Article: "We Must Definiteiy Get a Good and Firm Hold on This Great Matter 
of Substituting Taxes for Profits Delivered to the Stace™] 


[Text] The implementing of the subscitut<on of taxes for profits delivered to 
the state in state-run enterprises is a great matter of our country's 
economic work. At present, the various prefectures and departments of our 
province are in the process of positively implementing tue trial substituting 
of taxes for profits delivered to the state as approved by the State Council. 
in order t« get a good and firm hold on this great matter of tax substitution, 
and truly mobilize the enthusiasm and creativity of all quarters in this, 

and in order to create the proper conditions for bringing about a fundamental! 
improvement in the financial and economic situation, at present there are two 
important problems of understanding that are in need of further clarification, 
lest they have a negative influence on the rate of progress of the entire 
province's work of substituting taxes for profits delivered to the state. 


One problem is, how are we to correctly understand and deal with the relation- 
ship between the substitution of taxes for profits delivered to the state 

and contracts for prearranged profits to be delivered? We consider that the 
substitution of taxes for profits delivered to the state, and contracts to 
deliver a prearranged amount of profits, are both important measures within 
the reform of the system of economic management, the aim of both is smashing 
the system of “eating out of one big pot" and increasing economic benefits; 
but the two are definitely not the same thing, and have both points in common 
and differences. In the course of actual work, since we cannot replace the 
substitution of taxes for profits delivered to the state with a system of 
contracts to deliver a fixed amount of profits, we also cannot, on account of 
substituting taxes for profits to be delivered to the state, negate contracts 
for a predetermin:d amount of profits to be delivered. Concrete problems need 
to be analyzed concretely. From the point of view of state-run enterprises, 
when it comes to solving the allotment relationship between the enterprise and 
the state, the important solution will be the substitution of taxes for profits 
delivered to the state, and not a system of contracts for a guaranteed amount 
of profit. This is because, first of all, under the influence of the present 
circumstances of the price system being both unreasonable and impossible to 
change immediately, and all kinds of other objective conditions, there is a 








very great discrepancy among enterprises with regard to the amount of profit 
they make, and both the base figure and proportionate profit to be turned over 
are very difficult to fix appropriately or reasonably; if the enterprise con- 
tracts do deliver too much, they won't be able to make it; if they contract 

to give too little, the state will lose, so that there will tend to be 
haggling between the enterprise and the state, with loss of time and 
inefficiency, and among enterprises inequalities of allotments will easily 
arise. But with the implementation of substituting taxes for profits 

delivered to the state, then compared with contracts guaranteeing a fixed 
amount of profits delivered the allotment relationship among the state, the 
enterprise, and the individual staff members and workers can be much better 
dealt with, guaranteeing that the state will get the major share, the enter- 
prise will get the medium share, and the individual will get the small share; 
and we will be better able to realize the principle of payment according to the 
amount of work done and that of rewarding the diligent and punishing the lazy, 
and overcome the maladies of eating out of the big pot and egalitarianisn. 
Second, in this present period of economic adjustment and reform, there are 
comparatively many external factors influencing enterprises, there is 
comparatively much change, and enterprises’ inner potential is not easy to 
estimate; when there is a tendency for some enterprises in the first year, 
without expending a great deal of effort, to have production and income rise 
dramatically, and make a lot of profit, and the following year not necessarily 
be able to maintain the good growth rate, so that there is then a problem of 
vested interest. If the profit of these enterprises were guaranteed, then it 
would necessarily dampen the enthusiasm of another portion of enterprises who 
had put out a lot of effort for little profit, and would certainly have a 
negative influence on the next stage of reform. But implementing the substitu- 
tion of taxes for profits turned over to the state will have clarified the 
enterprises’ economic responsibility, determined the allotment relationship 
between the enterprise and the state, and the enterprise, paying taxes at the 
decided-upon tax rate and retaining the proper proportion of profit, will be 
able to accomplish “improving when the general situation improves, and slowing 
down when the general situation declines" in such a way as to benefit both the 
state and the people, reasonably and within the law, and be good for furthering 
the reform of the economic system. Third, the situation of state-run indus- 
trial and commercial enterprises in the city is much more complicated than 

that of collectively-owned enterprises in rural areas; things like the 
socialization and professionalization of production and circulation in indus- 
trial and commercial enterprises, and their coordinated relations, both have 
obvious characteristics that mark them as different from agriculture. We 
cannot, because of the fact that a system of contracts [to deliver a specified 
amount of profit/ has had an immense promotional effect on the development of 
agriculture, uncritically apply the methods of agricultural reform to state-run 
enterprises. On this basis, we consider that putting into effect in state-run 
enterprises the substitution of taxes for profits delivered to the state is 

the direction of reform, and that compared with a system of contracts to turn 
over a specified amount of profits, and other methods, it is superior. This, 
then, requires that enterprises which had already employed a system of contracts 
to deliver a specified amount of profit prior to the substitution of taxes for 
profits delivered to the state should, on the basis of doing a good job of 
their work, and in accordance with the method of substituting taxes for profits 








delivered to the state that has been stipulated in a unified way by the 
state, change over and, moreover, change over early and take the initiative 
early; they should not hestitate or adopt a wait-and-see attitude, or waver 
before deciding; especially those enterprises that have been making their 
profit quotas too unreasonably low, they should all the more change over as 
quickly as possible. 


Yet another problem is, how to correctly understand and deal with the enter- 
prises’ level of retained profit following the substitution of taxes for 
profits delivered to the state? This is a problem that enterprises everywhere 
are concerned about. At present one of the main reasons why some enterprises 
are hesitating undecisively before the prospect of substituting taxes for 
profits delivered to the state is that they are afraid it will reduce the 
amount of profit they can retain, and they are worried that they may not be 
able to preserve their vested interest. First of all, this point must be 
emphasized: the state stipulates that the principle to be applied in imple- 
menting the substitution of taxes for profits delivered to the state, and 
deciding upon the level of profit to be retained, is one of "don't strive 
for precedence, and don’t yield'" that is, from the point of view of the 
province as a whole, basically they are maintaining the levels, following 
stipulated adjustments, of 1982, and are neither trying to squeeze the 
enterprises nor giving in to them in the matter of taxes and profits. This 
principle must be maintained: from the point of view of the enterprise, 
one must definitely proceed from the basis of the situations as a whole, and 
guarantee accomplishing that, of the newly-increased income, the state will 
get the largest share and, moreover, one can definitely not haggle over the 
base figure, vie for the highest proportion, or expect the state to yield 
place; from the point of view of the state financial departments, they should 
definitely take care to see that the enterprises get to retain a reasonable 
amount of profit, so as to preserve their enthusiasm and enable them to have 
something to strive for. At the same time, one must also be clear about the 
fact that if the enterprise makes a profit, from the point of view of the 
present, the substitution of taxes for profits delivered to the state must 
definitely be combined with the overall reorganization of the enterprise, and 
we must also set up and perfect the various items of basic work, perfect the 
system of economic responsibility, make a great effort to improve management 
and administration, unceasingly promote technological progress, fully tap 
the enterprises’ latent potential, lower consumption and capital expenditure, 
broadly increase economic benefits, and better fulfill our own glorious 
sponsibility to guarantee accumulation of funds for constructing key 
projects. If things are not done in this way, and we concentrate our atten- 
tion only on striving to get the best base figure, thinking to make a profit 
in a relaxed way without effort, this then violates the state's aim in imple- 
menting the subst.tution of taxes for profits delivered to the state, and that 
obviously will not do. 


We believe that if only we maintain the correct direction of the substitution 
of taxes for profits delivered to the state, we will be able to cause this 
great reform to go along a healthy course and develop successfully. 


9634 
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AGGREGATE ECONOMIC DATA 


GUANGZHOU'S 1983 INDUSTRIAL PRODUCTION FIGURES CITED 
Guangzhou GUANGZHOU RIBAO in Chinese 4 Jul 83 p 1 


(Article: "What Is Our City's /Guangzhou's/ Industrial Production Situation 
for the First Half of the Year?%/ 


[Text] On the morning of the day before yesterday, the electronic computers 
of the Municipal Statistics Bureau, following some tense operations, re- 
vealed that for the first half of this year the average daily value of the 
entire city's industrial production was 36.88 million yuan, and the average 
daily amount of profit turned over to the higher authorities was 1.06 million 
yuan, or enough to purchase 25 large passenger buses. The total figure for 
the value of the municipality's industrial product for the first half of the 
year is 50.7 percent of the amount planned for the entire year, which 
represents an 8.3 percent increase over the same period last year and is 
approximately equivalent to the value of the municipality's industrial produc- 
tion for all of 1973. However, for the first half of the year the amount of 
profit which the entire municipality's industry turned over to the higher 
authorities dropped ten percent compared with the same period last year. 


Highlights of industrial production for the first half of the year are: 1) 

All types of industrial products have universally shown an increase in produc- 
tion. Among the quantities produced of the 50 key industrial products that 

the municipality stressed in its assessment, 27, including sewing machines and 
bicycles, exceeded the production quotas planned; 27 showed an increase over 
the same period last year, particularly some raw materials products and 
products serving the needs of agriculture that showed a comparatively large in- 
crease, such as steel, which showed a production increase of 18.34 percent; 

and some durable consumer goods such as refrigerators and washing machines for 
household use, and television sets, separately increased from 70 to 190 per- 
cent. 2) Both the production and marketing of heavy industrial products 
flourished. The value of the total product of our municipality's heavy 
industry increased 8.74 percent over the same period last year; the three 
heavy industry bureaus of smelting, the chemical industry, and rubber month 
after month scored above 80 points (out of a total of 100) with respect to 

16 important economic effectivity quotas, and for the first half of the year 
recorded a good accomplishment with respect to increasing production, increas- 
ing the quantity of goods marketed, increasing the amount of profit earned, and 
and increasing the amount of money turned over to the state. 3) The growth 








rate of light industry has speeded up. The textile industry bureau showed a 
comparatively great decline in production for the first quarter but, due to 
the fact that the system was able to make timely adjustments in production, 
and get a good hold on the marketing of their products, beginning with the 
period ending in April they have gradually begun to turn this passive situa- 
tion around for the better. 4) Key enterprises have undergone reorganization, 
and have obtained outstanding economic results. Beginning this year, the 
industrial and communications front has stressed taking charge of 85 enter- 
prises that turn over more than 3 million yuan per year in taxes and profits 
to the state, along with taking charge of the reorganization of 17 other key 
enterprises, so that by the end of June the reorganization of 16 enterprises 
had already been checked and accepted by the state as being up to standard, 
and they had been issued certificates to demonstrate it. Through having 
their reorganization taken charge of, the various enterprises achieved out- 
standing economic results with regard to establishing economic responsibility 
systems, strengthening quality control, and improving the labor productivity 
rate. The Guangzhou Sewing Machine Industrial Co., for example, through a 
reorganization of its entire enterprise, mobilized the productive enthusiasm 
of its staff and workers, and overcame the difficulty of lack of raw materials, 
so that its quantity of goods produced /Jn the first half of this year/ 
increased by 26.6 percent over the first half of last year, and total profits 
increased by more than seven percent. 


In the first half of this year our municipality's industry has maintained 

a considerable growth rate, but economic results have been less than pre- 
viously. Among the enterprises of the entire municipality, those whose 
losses during the January-May portion of this year were over 300 thousand 
yuan are the Guangzhou Broadcasting Equipment Plant, the Guangzhou Automobile 
Manufacturing Plant, the Guangzhou Diesel Engine Plant, the Guangzhou Clock 
Plant, the Zhujiang Paper Manufacturing Plant, the Guangzhou No. 4 Cotton Tex- 
tile Plant, the Guangzhou Chemical Fiber Plant, and the Guangzhou Carbon Plant. 
The various enterprises definitely must make a great effort to improve their 
economic effectiveness, and realize increases in both production and 

income, before they will be able to bring about a healthy development for the 
industrial production of the entire municipality. 
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AGGREGATE ECONOMIC DATA 


GUANGDONG REPORTS STEADY ECONOMIC GROWTH BUT POOR ECONOMIC RESULTS 
Guangzhou NANFANG RIBAO in Chinese 13 Jul 83 p l 


[Article by staff reporter Huang Xiangguang [7806 4382 0342/7 and correspondent 
Yang Guoyu {2799 0948 38427: "Guangdong Province Reports Steady Growth in 
Industrial Production in the First Half of This Year, Gross Industrial 

Output Value Increases By 8.4 Percent, But Economic Results are Poor, 

Actual and Turnover Profits Have Dropped] 


[Text] The industrial production of Guangdong Province has showed steady 
development in the first half of this year, where gross industrial output 
value has jumped by 8.4 percent compared with the same period last year. 
Eighteen out of the 22 prefectures and cities showed different degrees of 
increase, among them, Shenzhen, Zhuhai and Huizhou showed increases of more 
than 30 percent. The current major problem is poor economic results, as 
actual and turnover profits have dropped by 7 and 17.4 percent respectively 
compared with the same period last year. 


According to Guangdong Province's Statistical Bureau, of the province's 

69 varieties of comparable products, 43 of them, or a total of 62.3 percent, 
showed an increase in production when compared with the same period last 
year. Of the 65 planned products, 41 of them, or a total of 63.1 percent, 
fulfilled or overfulfilled their quotas according to schedule. In accordance 
with market changes, light industry increased the production of marketable 
products. Overall production by light industry increased by 9.1 percent over 
the same period last year. As heavy industry has paid close attention to 
accelerating industrial and agricultural production and the production of 

the people's daily necessities, it has also achieved a 7.2 percent increase 
over the same period last year. 


The industrial department of Guangdong Province must pay close attention to 
the problems of poor economic results, increasing production costs for many 
enterprises, and the decrease of actual and turnover profits. Statistics 
provided by the province's Statistical Bureau indicate that the production 
cost of comparable products of local-planned, state-operated enterprises have 
increased 2.5 percent in the last 6 months compared with the same period last 
year. The department concerned estimates that the price hike in raw 
materials, fuel and power has increased the province's industrial production 
costs by 400 to 500 million yuan in the last 6 months over the same period 
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last year. Light industries using agricultural subsidiary products as 

raw materials are particularly affected by these two problems: price increase 
of agricultural subsidiary products and the decline in their quality. For 
example, the production cost of sugar refinery plants generally has gone up 
because sugar cane juality of the season has gone down, resulting in low 

Sugar extraction rates and a resultant drop of 150,000 tons of sugar pro- 
duced. However, apart from objective factors, more important are subjective 
factors such as poor enterprise management and backward technology. In order 
to improve the poor economic results in industrial production as soon as 


possible, we must continue to pay great attention to enterprise restructuring, 
technological transformation and technological improvement. 
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ECONOMIC MANAGEMENT 


TIANJIN CONVENES WORK CONFERENCE ON REORGANIZATION OF ENTERPRISES 
Tianjin TIANJIN RIBAO in Chinese 21 Jun 83 p l 


fArticle: "Tianjin Convenes Work Conference On Reorganization of Industrial 
and Communication Enterprises, Sum Up Experiences and Pay Close Attention To 
Reorganization of Enterprises, Strive to Raise Economic Results and Guarantee 
Increase of Revenue™/ 


[Text/ Tianjin Municipality's work conference on the reorganization of 
industrial and communication enterprises which adjourned on the 18th of June, 
emphasized strengthening leadership, paying close attention to the reorganiza- 
tion of enterprises, raising economic results and guaranteeing revenue 
increase. 


The Tianjin Municipal CPC Committee and municipal government have paid great 
attention to the conference. Leading comrades from the municipal government, 
Hao Tianyi (6787 3944 1763] and Liu Zengkun /0491 2582 098]/ attended the 
conference and gave speeches. 


The guiding principles of the Central Committee and the State Council concern- 
ing enterprise reorganization were related in the conference. Aiming at the 
present problems faced by the reorganization of Tianjin Municipality's indus- 
trial and communication enterprises, such as slow development, poor quality, 
unsatisfactory economic results and decrease of turnover profit, questions 
like how to strengthen leadership over the reorganization work of enter- 
prises, how to raise economic results and how to guarantee revenue were dis- 
cussed. 


After summing up the experiences gained from previous enterprise reorganization 
work and analyzing the present problems, it was pointed out at the conference 
that the significance and urgency of enterprise reorganization must be further 
stressed and be reckoned with, and leadership over the reorganization work of 
enterprises must be thoroughly strengthened. Since the first quarter of this 
year, some units have not had a clear picture of the relations between reform 
and reorganization. They view the two as incompatible and negiect the 
reorganization. As some products are unmarketable and some raw materials are 
short in supply, some units have the idea that they do not have the enthusiasm 
to reorganize because there is not sufficient work, or that they do not have 
spare time to reorganize because they have too much work. Some comrades even 
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view reorganization and reform as incompatible, and regard reorganization as 
a burden. They also view reorganization and economic results as incompatible, 
and regard reorganization as an aid which is too slow in coming to be of any 
help. Should these problems remain unresolved, there will be no correct 
attitude, and the pace in enterprise reorganization will not be quickened. 
After conscientiously solving the ideological problems, the role of reorgani- 
zation must also be determined. Judging from the present situation, enter- 
prises must view enterprise reorganization as a central link, closely inte- 
grating it with other works so as to raise economic results. 


It was clearly pointed out at the conference that enterprise reorganization 
must focus on raising economic results and increasing the state's revenue. 
Several questions concerning raising economic results through enterprise 
reorganization, such as how to have a correct understanding of the influence of 
objective factors, how to raise economic results and revenue, and how to 
assess if an enterprise has raised economic results by reorganization, were 
systematically analyzed and explained at the conference. At the same time, 
the subjective and objective factors in this financial year's turnover of 
monies to the government were analyzed and preliminary measures were raised. 


It was agreed at the conference that the spirit of reform must be continuously 
applied in enterprise reorganization and that reorganization, reform and 
technological transformation must be closely integrated. Using the spirit of 
reform to reorganize enterprises means that we must use the spirit of bold- 
ness and innovation to solve the problems which obstruct enterprise production 
development and those which affect the improvement of economic results. In 
general, in the process of enterprise reorganization, the leading groups 

must be well-organized, the enterprise's management ideas and direction must 
be correct, the reorganization of the enterprise's management must be 
emphasized, a perfect economic responsibility system must be established, 

the fundamental work and professional management by the enterprise manage- 
ment must be improved, and the training of cadres and workers must be well 
handled. The significance of strengthening ideological and political work and 
of the establishment of spiritual civilization among the workers were also 
stressed at the conference. 


Xinjiang Shipyard, No. 1 Radio Plant, North China Oxygen Plant, Hongqgi 
bicycle Plant, Metallurgical Pilot Plant, Light Bulb Plant, Mineral 
Prospecting Engine Plant, and Hardware Plant reported at the conference dif- 
ferent aspects of the experiences: they encountered during the reorganization 
of their units. Various bureaus of the industrial and communication systems 
also analyzed their own units’ reorganization development and their indus- 
trial production and economic results from January to May. They also formu- 
lated schemes to strengthen leadership and to pay close attention to enterprise 
reorganization, wi.!ch centered on raising economic results. The Metallurgical, 
No. 1 Machine, Textile No. 1 Light Industry and No. 2 Machine /Tndustry/ 
Bureaus confidently expressed at the conference that they will pay close 
attention to reorganization, raise economic results and guarantee revenue in- 
crease. 
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ECONC MIC MANAGEMENT 


STRENGTHENING MANAGEMENT OF INDIVIDUAL RETAILERS URGED 
Chengdu SICHUAN RIBAO in Chinese 10 Jun 83 p 2 


{Article by Xuanshi [6513 4258]: "We Must Strengthen the Management of 
individual Retailers" ]} 


|Text] With the implementation of a series of policies to stimulate our 
economy in the area of circulation, the number of individual retailers in 
cities and rural areas has rapidly increased. These individual retailers have 
played a positive role in expanding markets and making the people's lives 
casier. However, there have been some problems which need urgent solution. 


|. Some individual retailers have arbitrarily set up stalls which have ruined 
the appearance of the city and traffic order. For example, along some vital 
traffic lines of Chengdu's central district, such as Wenhuagong, Chunxilu, 
etc., there have spontaneously emerged markets without control. The streets 
are almost entirely covered by stalls. This kind of disorganized situation 
has seriously affected traffic order. 


2. Some individual retailers rush to state-owned stores to purchase or ille- 
yally buy up goods that are in shortage or in great demand, and sell them on 
the spot at higher prices. Some individual retailers often wait at the doors 
of large department stores or markets before the opening, and as soon as the 
stores are opened, they rush to the clothing or textile departments or where 
various goods are on trial sale. They would purchase, as regular customers, 
large amount of commodities with nice patterns, in beautiful colors and at 
appropriate standards, goods of the right season which are in shortage, in 
great demand and sell well. Then they would go out to the streets and resell 
them at prices a few yuan more, thus putting more burden on the customers. 


3. Some individual retailers run their business without license, evading 
payment of taxes. Some do not have a license, or several retailers share one 
license. In some districts under the city's jurisdiction, individual retail- 
ers without licenses amount to 50-60 percent of all individual retailers. 
These people evade taxation, do not pay management fees, not only violating 
the regulations regarding the administrative control of industry and commerce, 
but also creating a very bad impression among the rest of the individual 
retailers. 
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4. Some engage in business in an uncivilized manner. A few individual retail- 
ers, in order to solicit customers and peddle their goods, would untruthtully 
shout “big price reduction," "x percent discount,” “come and buy now." Some 
would even put women's wear on their heads or on their chests, compose and 
sing some vulgar doggerels, or make obscene gestures, which is disgusting. 
There are also a few retailers who pass second-rate goods off as good ones, 
spurious goods as genuing, infringing on consumer interests. 


These incidents show that though most individual retailers abide by profession- 
al ethics, there are certainly a few whose way of running their business must 
be speedily corrected. To have the activities of individual retailers forge 
ahead along a healthy line, we must continue to implement the principle of 
“control without rigidness, activity without disorder,” and strengthen the 
control and education of individual retailers. Departments of industry and 
commerce, public security, urban construction, pricing, health and education, 
etc. must each perform their duty, take forceful measures adhering to the 
principle of giving consideration to the people's convenience but not affect- 
ing traffic and city appearance, and rationally assign space for retailing 
stalls. Streets with intersections and key junctions are not appropriate for 
setting up stalls. State-owned stores must handle retailing business well 
with individual retailers, and make things easier for them. 


As for retail goods, especially those in shortage and in great demand, for 
the convenience of the masses, they should sell them in shall amounts, but 
not at wholesale. We must strengthen the management of individual retailers, 
firmly curb uncivilized business activities, educate and deal appropriately 
with those who run a business without license or with borrowed licenses, 
imposing fines on or confiscating business licenses from those who seriously 
violate the law. We must take care to bring into effect the role of the 
individual workers’ association, organize individual retailers to learn the 
relevant policies and run a civilized business, so individual economy will 
truly play the role of serving the convenience of the masses and making good 
omissions and deficiencies. 
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ECONOMIC MANACEMENT 


ON IMPLEMENTATION OF LABOR CONTRACT SYSTEM ON TRIAL BASIS 
Chengdu SICHUAN RIBAO in Chinese 14 Jun 83 p 1 


|tditorial: "Restructuring Labor System, Implementing the Labor Contract 
System on a Trial Basis-- On Firm and Methodical Economic Restructuring” ] 


[Text] The fixed job is the dominant factor in our country's present labor 
system. The state places the labor force in a unified and centralized way. 
Once a worker is taken into an enterprise, it is a "lifelong system." He 
can come in but not go out; he can go upward but not downward. Combined with 
cqualitarianism in distribution, serious maladies, such as the “iron rice 
bowl" and “eating from the same big pot," have taken shape. And they do not 
help to bring into play the workers’ enthusiasm for production, do not help 
to raise productivity. This is a problem we must solve in the restructuring 
of our economic system. There is much work to be done to restructure our 
labor system. At present, the first thing is to carry out successfully the 
trial implementation of the labor contract system. 


The purpose of labor system reform are to stimulate worker initiative more 
effectively, enable the state and the enterprises to plan the labor force 
rationally, implement the socialist principle of "from each according to his 
ability, to each according to his work," build up a work force and enhance 
the development of productive forces. The labor contract system, in the form 
of signing a labor contract, provides responsibilities and rights for both 
the workers and the employing units, bringing responsibilities, rights and 
interests in unity, and increasing internal motive power and pressure on both 
the enterprises and the workers. The labor contract is signed in accordance 
with the state's labor plan and the enterprises’ production needs. It allows 
the labor force to come and go in a rational flow, thus bringing out labor 
potentials and making it easier for people to work according to their ability. 
Combining with the economic responsibility system, the labor contract system 
not only enables the enterprises to improve their management and administra- 
tion, to enhance economic results, it also enables hard-working individual 
workers to have job security and to earn more for working more. Some of our 
province's enterprises have been implementing the labor contract system on 

a trial basis, and although it has not been for a long period, it has already 
demonstrated distinct advantages. 
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lhe trial implementation of the Labor contract system must be carried out in 
a planned, step-by-step and orderly way. This year we should do a successful 
job in the trial implementation and gain experience. In addition to the 
desiynated pilot-project areas in the province, each city, prefecture and 
county should also select one or two units to launch a pilot project, depend- 
ing on the concrete situation. All areas and units that are implementing the 
labor contract system on a trial basis will apply the new system first to new 
employees while keep the old system for the old employees, which means, when 
a new worker is hired according to the state-issueu labor plan, the labor 
contract system is to be applied without exception, while the existing system 
is still valid for the present permanent workers. Areas and units where the 
pilot implementation has not yet been initiated must also review and carry 
out some necessary reforms in the light of this direction. The labor system 
restructuring must benefit the development of production, the increase of 
productivity, therefore, the hiring of workers from outside with the labor 
contract system must be included in the state's labor plan. We must not 
disregard the labor plan by blindly hiring more and more employees. 


Ihe trial implementation of the labor contract system must also be combined 
with the restructuring of a salary, benefits and insurance systems and other 
ureas. In salary, benefits and insurance, we must discontinue the way of 
“cating from the same big pot" followed by workers with fixed jobs. New 
more suitable and more rational systems have to be implemented. Wage forms 
should be realistically and flexibly determined. Forms, like post salary 

or floating salary, etc., that are in accordance with the principle of "to 
cach according to his work" can be tried. The salary levels of those who 
work more and contribute more may be set higher than those workers with fixed 
jobs. Labor-contracted workers in cities and towns must be covered by the 
social insurance system so that in case of childbirth, old age, illness, 
injury, disability and death aid will be given by society. Labor-contracted 
workers, Like fixed-job workers, are part of the working class. During their 
work hours, they are administered by their enterprises. They must be treated 
equally, just like fixed-job workers, without being discriminated against in 
terms of either joining the party, the Youth League or the union, or in 
participation in political studies, technical and professional training, etc. 
After work hours, they are under the charge of the labor service companies 
which are to organize them to participate in technical training or in other 
physical labor, and also distribute certain amount of allowances for living 
expenses according to the regulations and depending on their situation. All 
localities must strengt-en the organization of these labor service companies 
so that they can take on the responsibility of taking in and sending out the 
social labor force. 


for many years, under the influence of "Leftist" ideology, many people have 
considered the fixed-job system, symbolized by the "iron rice bowl,” as a 
demonstration of socialist superiority. Now that we wish to reform it, we 
will certainly encounter various kinds of resistance. Therefore, we must 
vigorously strengthen our propaganda and education work, making everyone 
understand that socialist has abolished exploitation, and that as a citizen 
of a socialist society, everyone has the right to acquire work. As to what 
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kind of labor system is to be implemented, we must take into consideration, 
on the one hand, how to implement effectively the "from each according to his 
ability, to each according to his work,” on the other hand, how to enhance 
the development of production. If we continue to stick to the fixed-job sys- 
tem, leaving everything to the state, not only is it in discordance with 
socialist principle and harmful to socialist construction, but also it is 
impossible to accomplish. We must propagate the superiority of the labor 
contract system, and with the experience gained in the trial implementation, 
we must attract people to join enthusiastically the ranks of labor-contracted 
workers. 


ihe reform of the labor system, including that of the hiring system, is an 
important component of the restructuring of our economic system. It is of 
yreat importance to thousands and tens of thousands of households. Party 
committees and governments at all levels must make overall plans and organize 
the parties concerned to coordinate with each other to make this work suc- 
cessful. They must organize forces to give help to pilot areas and units in 
priority order. And they must gain experience as soon as possible, laying a 
yood foundation for the overall implementation of the labor contract system 
and the thorough restructuring of the labor system in future. 
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ECONOMIC MANAGEMENT 


UPDATE ON ZHEJLANG'S TECHNOLOGICAL TRANSFORMATION EFFORTS 
Hangzhou ZHEJIANG RIBAO in Chinese 17 Jun 83 p l 


[Article by Ziming [4793 2494] and Feifei [7378 7378]: "Transforming the 
Existing Enterprises and Enhancing Economic Results, Our Province Has Started 
688 Technological Transformation Projects" ] 


[Text] Our province is quickening its pace of the technological transforma- 
tion in industry and communications. This year we have already secured funds, 
materials and equipment for 688 technological transformation projects. The 
total amount of funds is 322 million yuan. 


These technological transformation projects, aiming at the weak links in our 
existing enterprises, were made in accordance with the principle of overall 
planning. The provincial departments in charge, proceeding from the fact of 
an energy shortage, have given priority to the planning of 64 energy-saving 
and electric power network transformation projects. For example, after the 
caustic soda evaporation technology is restructured in the Quzhow Chemical 
Plant, 16,000 tons of standard coal can be saved each year. The transformed 
power network will focus on the continuation of the construction of the 
looped network in the city of Hangzhou and the 125,000 kW perfected complete 
generating set in Zhenhai Power Plant, etc. The other important aspect of 
technological transformation is the wide application of new technology, new 
technological processes, new equipment, in combination with the utilization 
of advanced foreign technology and the developing of hot-selling and famous 
brand products, especially light industrial and textile products. This ;ear 
the focus is to equip the silk industry, mainly to strengthen the sorting 
after printing and dyeing and to renew and transform silk spinning machines. 
For example, on the basis of the equipment imported a few years ago, we will 
fill up the gaps by establishing 3 small-lot printing lines, to increase the 
output of small-lot printing from 250,000 meters in the past year to 3 million 
meters. Other plais are: two model workshops that will apply new equipment 
and new technological processes to be built in Fuhua Silk Mill of Hangzhou; 
and the renewal of cotton-spinning machines, spindles, bedding-sheet looms, 
and knitting machines in the textile industry. Furthermore, we will strength- 
en, with 46 projects, the weak links in communications and transportation. 

We will transform the ports of Hangzhou, Wenzhou, Haimen, etc., and spread 
the method of containerized transportation, etc. Also, we are going to renew 
271 trucks, 184 vessels, and 40 passenger lighters. 
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Some of the completed technological transformation projects have already 
achieved comparatively good results. Since the project in Pinghu Chemical 
Fibre Plant to produce annually 600 tons of polypropylene fiber was completed, 
prodi ction has increased by 7.4 million yuan within 1 year, with 3.25 million 
yuan tax and profit, and has filled gaps of shortage products in our province. 
The iron cauldron plants in Xiaoshan, Yuyao, Shaoxing and Zhuji, etc. have 
substituted the new clay moulding casting for the backward manual one, and 
have saved 25 percent in fuel, while the product quality has greatly improved. 
The ratio of first-rate iron cauldrons has risen from 75 percent to 100 per- 
cent. And labor intensity has been greatly reduced. 
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ECONOMIC MANAGEMENT 


TANG SHANREN DISCUSSES RAISING OF ECONOMIC RESULTS 
Yinchuan NINGXIA RIBAO in Chinese 26 May 83 p 3 


[Article by Tang Shanren [0781 0086 1472]: "Developing Economic and Technical 
Cooperation is a Short Cut to Raising Economic Results"] 


[Text] Since the Third Plenary Session of the llth party Central Committee, 
the economic and technical cooperation between our region and some fraternal 
provinces, municipalities and regions has become invigorated. In recent 
years, it has developed even more rapidly. This year, Yinchuan city has 
arranged over 70 technical cooperation projects, three times more than the 
preceding year. Shizuishan and other prefectures and counties have also 
expanded their cooperation projects. Transregional economic and technical 
cooperation has been taken seriously by more and more departments and units 
in our region. 


Why is it that economic and technical cooperation are able to get more and 
more attention from the various aspects? This is primarily because, in the 
last few years, all the enterprises in our region that have launched 
technical cooperation have solved the key technical problems as a result of 
having established advanced production technologies, have raised their 
management level, have scored obvious increase in their output value, out- 
put, quality, varieties and profit, have obviously lowered their material 
consumption and active labor, and have brought about obvious changes in 

their enterprise outlook. The Yinchuan city socks factory has been in opera- 
tion 1l years. Due to a weak technical force and a relatively poor level of 
management, its production development has been slow and the rate of first 
class product of polyestcr socks has for a long period of time fluctuated 
between 1 and 3 percent. Last year, with the help of the Shanghai Municipal 
No. 9 socks factory, this factory, in 7 to 8 months, increased the production 
capacity of polyester socks from 13,000 pairs to 24,000 pairs, and raising 
the rate of first class product to 64.1 percent. Its output value and profit 
have also increased. Recently, the technical advisory and service delegation 
of the Tianjin municipal people's government went to the Yongning gourmet 
powder factory to render technical advisory service. In just 10 days, the 
delegation assisted the Yongning gourmet powder factory to improve the 
compositional ratio between the second grade seeds and the culture medium in 
fermentation and the crystallization technology, thereby obviously raising 
the quality of the seed, setting the highest record in the rate of 
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fermentation and conversion since the establishment of the factory, and 
raising the crystallization rate by 12 percent over the original rate. This 
not only has raised the quality of the gourmet powder and increased output, 
but has made a net profit of 45 yuan for the production of every ton of 
gourmet powder, thereby economizing the use of coal in 1 year by 31 tons. 
The sandpaper factory in Yinchuan is a small factory. With the help of this 
delegation, it improved its technological prescription, which can lower its 
cost by almost 50,000 yuan in 1 year. Practice has proved that wherever 
technical cooperation was launched, obvious economic results were scored. 


Since the Liberation, our region has built many factories and enterprises. 
Some enterprises were built in the seventies. In terms of facilities and 
conditions, they were not poorer than the economically advanced coastal 
regions. But the economic results were much lower than the coastal regions 
and the average national level. For instance, in 1981, the all-member labor 
productivity of the enterprises of ownership by the whole people in our 
region was equivalent to 22 percent of Shanghai's and equivalent to 54 
percent of the average national level. The taxes in profit offered by 100 
yuan of output value were only equivalent to 44.7 percent of that of Shanghai 
and 56.3 percent of that of the average national level. In terms of the 
period of turnover of circulating funds, it was 57.8 percent of that of the 
average national level. In terms of the period of turnover of circulating 
funds, it was 57.8 days for Shanghai and an average of 106.2 days throughout 
the country, while it was 250.6 days for Ningxia. Furthermore, Ningxia's 
enterprise losses were 80 percent higher than that of the entire country, 

and much higher than that of Shanghai. Low economic results are caused by 
many factors. The major reason is the low technical level (including manage- 
ment level). Thus, in our region, many products are of poor quality, there 
are few product varieties, our product modes are old, our consumption of 

raw materials and energy is great, our cost is high and our competitive power 
on the market is very weak. All this has affected the swift development of 
our region's economy. Till the present, this gap has not been narrowed but 
has been expanded. From now on, in order to not further expand but work 
hard to narrow the gap between us and the economically more advanced regions, 
we primarily should take the approach of adopting advanced technology in 
order to promote the rapid raising of economic results. 


In terms of our region, vigorously developing economic and technical coopera- 
tion is a short cut to striving for technical progress. This is because: 
Firstly, our region's scientific research force is weak. If we transplant 
the ready-made advanced technology at home, we can save such scientific 
research stages as basic research, applied research and design experiment. 
This will save the effort and time of having to start from the very beginning. 
Secondly, a major difficulty in our region is insufficient funds. In trans- 
planting the domestic advanced technology, we only need to spend a small 

fee for the transfer of possession. Thus it is more worthwhile economically. 
Thirdly, in light of our region's weak original technological basis, the 
transplantation of domestic advanced technology is more suitable to our 
region's situation and is more practical and appropriate than importing 
foreign technology. We can see that actively launching technical cooperation 
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and vigorously transplanting domestic advanced technology result in small 
investment and high output. This not only corresponds to the principle of 
self-reliance, but also realizes the approach to the intensive expansion of 
reproduction and enlivens the economy. Therefore, it is entirely in 
accordance with the objective demand of the economic development in our 
region. We definitely should not regard the launching of technical coopera- 
tion as a temporary makeshift measure, but must regard it as a long-term 
principle in the “four modernizations" in our region. 


In order to launch in an effective and protracted manner the economic and 
technical cooperation between our region and the fraternal provinces, 
municipalities and regions, what problems should we pay attention to? 


I, We must raise the understanding of the meaning of launching economic 
and technical cooperation. At present, the domestic and foreign technical 
progress is developing at very high speed. Yet, many enterprises in our 
region have been bound by the habits of small scale production and influenced 
by the irrational system of management, and have for a long time drifted away 
from their counterparts in trade throughout the country and remained 
ignorant and ill-informed. We must enable them to broaden their vision, 
emancipate their thinking and raise their enthusiasm in launching economic 
and technical cooperation. 


Il. Presently, the majority of the economic and technical cooperation 
between our region and the fraternal provinces, municipalities and regions 
are in the form of transfer for possession without making any repayment. 

In developing technical cooperation in the future, some projects can be 
without repayment. But in some cooperation projects, we should respect 

the labor which the opposite party contributed to creating and mastering the 
technology and render appropriate material interest to the party that pro- 
vides the technology. In this way, we are abiding by the principle of 
socialist distribution on the one hand, and can enable the relationship in 
cooperation to become more consolidated and enduring on the other as well as 
heightening the sense of responsibility of the party that provides the 
technology. 


[Il. Presently, the scope of our region's economic and technical coopera- 
tion is still relatively narrow and the form is still relatively simplistic. 
in the future, we should take into consideration the needs of the "four 
modernizations," gradually expand the scope of cooperation, expand the 

realm of production to scientific and technological education, scientific 
and technological research and such like aspects. We must gradually make 
the form of cooperation a diversified one that includes low level forms such 
as transfer of technological possession and advisory service and medium and 
high level forms such as joint venture and economic alliance. We should 
have one-way cooperation in which one enterprise transfers its technological 
possession to another enterprise, and also mutual transfer of technology in 
which each takes the other's strong points, or we should have two-way 
cooperation in which that which has technology will render technology, that 
which has capital will render capital, that which has raw materials will 
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supply raw materials, and that each supplies what the other needs on a 
mutually beneficial basis. But, regardless of which form they adopt, they 
should all implement the principle of suiting the measures to the local 
conditions and the specific trades. 


IV. In the past, we mainly transplanted production technology and did not 
pay sufficient attention to absorbing advanced experiences in management. 
There is very little cost and extremely high results in learning advanced 
management technology, and a small investment will bring a ten-thousand fold 
profit. In the future, we must launch simultaneously the transplantation of 
advanced technology with the learning of advanced experiences in management. 


V. We not only should strengthen the cooperation between our region and the 
fraternal provinces, municipalities and regions, but must also strengthen 
intraregional cooperation. We should learn from the advanced technology of 
similar trades within the region. We must not seek far and wide for what 
lies close at hand and waste money and time. 


VI. In order to enable the economic and technical cooperation in our region 
to develop ahead swiftly and steadily, we must continue to strengthen the 
cooperation organizations. We must proceed from the rational planning for 
our region's industry to formulate an overall plan, fix our orientation for 
development, carry out technological projects in order of importance and 
urgency and feasibility studies, and select as priorities the departments 
that have a major influence on our region's economy. At the same time, we 
must give full play to the enthusiasm of the enterprises in launching 
technical cooperation. In short, in economic and technical cooperation, we 
must also implement the principle of the leading role of the planned economy 
and the supplementary role of market regulation. 
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ECONOMIC MANAGEMENT 


KEFORM OF "IRRATIONAL ECONOMIC STRUCTURE "DISCUSSED 
Beijing CALZHENG [FINANCE] in Chinese No 5, 8 May 83 p 9 


[Article by Zhou Shulian {0719 0647 557]/: "Further Readjust and Reform 
the Irrational Economic Structure] 


[Text] ‘Through the economic readjustment over the last few years, some 
major proportional relationships amidst our country's national economy, such 
as the proportional relationship between agriculture and industry, the pro- 
portional relationship between light industry and heavy industry, and the 
proportional relationship between accumulation and consumption, have basically 
moved toward harmony and our national economy has embarked on the healthy 
trend of steady development. However, the entire task of readjusting and 
reforming the economic structure has not been completed. At present, some 
problems that need urgently to be solved stil’ exist in the property struc- 
ture and product mix, the enterprise organi? tional structure, technological 
makeup and investment makeup inside industry and agriculture. To push the 
national economy to a new stage, we must further readjust and reform the 
irrational economic structure. 





A rational economic structure is the necessary factor for realizing the 

basic turn for the better of the financial and economic condition. The 
economic structure includes many aspects and has many levels. Hence, it 
restricts the development of the national economy in many aspects and at many 
levels. The primary proportional relationships inside the national economy, 
such as the proportional relationship between agriculture, light and heavy 
industry and the proportional relationship between accumulation and consump- 
tion, play a restrictive role in the economic development that is known to 
all. However, we must not hold that when these proportional relationships 
have become coordinated that that will guarantee the smooth development of 
the national economy. The condition of other apsects and other levels of the 
economic structure als have an important influence on the development of the 
national economy. For instance, at present, an irrational phemonenon exists 
in the property structure and product mix inside industry. This has hindered 
the smooth development of industrial production and the entire national economy. 
If we do not overcome such phenomenon without delay, a new proportional 
imbalance between industry and agriculutre ana between heavy industry and 
light industry may arise. Or for instance, because of irrational enterprise 
organizational structure, some enterprises which should be closed down and 
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converted are not closed down and converted. This has also seriously 
hindered the raising of the macroeconomic results and the microeconomic 
results. Still one more example is, because some units are engaged blindly 
in construction that lead to an irrational investment structure, they 
intensified the insufficient capital for focal construction and for the 
technological transformation of the existing enterprises. Hence, we can 

see that only by further doing a good job of economic readjustment and reform 
can we guarantee the smooth launching of the expansion of reproduction in 
society and the raising of economic results, and can we bring about favorable 
conditions for actively and safely accelerating the progress in the reform 

of the economic system of organization, carrying out all round rectification 
on the existing enterprises, and carrying out technological transformation 

in a planned and stepwise fashion. Thus, to further do a good job of the 
readjustment and reform of the economic structure is an important issue in 
striving for a basic turn for the better in the state's financial and 
economic condition. We must attach importance to this issue. 


Y 335 
CSO: 4006/609 


27 











ECONOMIC MANAGEMENT 


IMPROVEMENT OF RESULTS OF ECONOMIC ACTIVITIES DISCUSSED 
Beijing CALZHENG [FINANCE] in Chinese No 5, 8 May 83 pp 7-8 


[Article by Zhang Zhuoyuan {J728 0587 03377: "The Key Lies in Raising the 
Results of the Economic Activities] 


[Text] ‘The key to realizing a basic turn for the better of the state's finan- 
cial and economic condition in the next 5 years lies in raising the results 

of the economic activities. Since the Third Plenary Session of the llth 

party Central Committee, the development of our country's national economy has 
x radually embarked on the new path of taking raising economic results as 

the key, and has scored definite results. However, we must admit that, up 
till the present, in particular in industry, the results are still not 

obvious and the progress is still not desirable. I feel that, in order to 
raise the results of the economic activities in various aspects, we must 

still work hard with regard to the following three aspects. 


First, continue to raise the understanding toward the importance of striving 
for economic results. The experiences of the socialist construction in the 
past have told us that, if we are overanxious for quick results and pursue 
high speed onesidedly, we will inevitably neglect economic results and bring 
about abusive waste. For 30 years, our faults in economic work seemingly have 
all been the results of such blind and rash advance, ~d we have paid an 
extremely high price for that. Since the Third Plenary Session, the party 
Central Committee made a very big effort to correct the mistake in this res- 
pect. However, such an overanxiety for quick results is still deeply rooted 
in some cadres in economic work and will very easily surface again. For 
instance, after learning about the great strategic goal proposed at the 12th 
party congress to quadruple the total value of industrial and agricultural 
output by the end of this century, some comrades did not pay attention to the 
fact that this should be realized under the prerequisite of raising economic 
results. With ferver, they failed to soberly consider the strength of our 
country, hastened to launch large-scale capital construction plans and 
impatiently launched projects and set something new up. If they do not over- 
come such a thinking, they will inevitably bring about a vicious cycle of 
blindly expanding the capital construction front--)onesidedly developing the 
heavy industry--?) squeezing out agriculture and light industry and squeezing 
out the people's livelihood-- >bringing about an imbalance in the proportion 
of the national economy. We must establish the following thinking: Under the 


28 





terms of our country, to realize modernization we must fight a protracted war. 
There is no basis for winning a fast battle. Of course it is also wrong to 
be pessimistic. Only in this way can we concentrate our energy, work hard 

to raise the results of the various economic activities, continue to increase 
financial revenue on the basis of a healthy development of the economy, and 
realize a balance in the financial income and expenditure. 


Second, explore and adopt major measures. In order to raise the results of 
the economic activities, it is not enough to simply raise our understanding. 
We must also adopt major measures on the basis of the macroeconomic policy 
decisions. In agriculture, we have implemented the various forms of the sys- 
tem of responsibility in production, mobilized the enthusiasm of the broad 
masses of peasants, developed production and raised economic results (the 

fact that in many places, the cost of agricultural products is beginning to 

be lowered explains this point). In industry, we must also conduct investiga- 
tion and study more properly, seek the policies and measures that can truly 
raise the economic results of the entire situation, and once we find the 
accurate policies, resolutely implement them. For instance, comrade Sun 
Yefang proposed that we must attach importance to and strengthen the tech- 
nological transformation of the existing industrial enterprises. This is a 
policy proposition that organically unifies speed and results, and has already 
been affirmed and adopted by the party Central Committee. Such like major 
policies still await our proper study, exploration and proof. 


On the other hand, we must, from the standpoint of policies and measures, 
resolutely prohibit the tendency to disregard economic results and onesidedly 
pursue high speed. Of particular importance is the need to conscientiously 
study the question of how to control the overall scale and overall investment 
of capital construction. Under the specific terms of our country, how 

large should the scale of our overall investment in capital construction to 
still be feasible; how to set up a few more lines of defense to prevent the 
blind expansion of the scale of capital construction, in particular how to do 
so legally and systematically (such as prohibition of engineering works without 
the terms of production, supply and sales and capitai, strict execution of 
the system of receiving a license for starting a business), plus making use 
of all kinds of economic levers (such as implementing the construction tax) 
to control the capital construction front; and so forth. We need to urgently 
study and gradually implement all this. 


Third, reform the system of economic management. To raise economic results, 

we must guarantee a sound system of economic management. In the past, we 

were overanxious for quick results and onesidedly pursued high speed. This 
was related to our former economic system of organization that was highly 
centralized and that took administrative management as the key. If we do not 
reform and perfect our system of organization, then it will be difficult for 
us to implement even the best measures. For instance, the state asks that the 
existing industrial enterprises carry out technological transformation. But 
some places have put 80 percent of their fund for replacement and transforma- 
tion on capital construction. The state asks that we attach importance to and 
encourage technological progress, and yet some existing systems of organization 
are obstructing technological progress. The enterprises still lack the 
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inherent mechanism for launching technological renovation and transformation. 
If we do not reform our labor system, I am afraid we will only go round and 
round in the contradiction between raising labor productivity and expanding 
employment. If we do not reform our system of organization, we may also be 
making very big effort to close down and convert some five small enterprises 
and at the same time encouraging some localities to blindly set up five 
small enterprises, thereby hindering the raising of economic results. Of 
course, in the next few years, we still will not be able to launch reform on 
a large scale in the economic system of organization, yet we can still empha- 
size the necessary reforms that are definitely effective in raising economic 
results. Only this will be favorable to realizing the basic turn for the 
better in the state's financial and economic condition. 
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ECONOMIC MANAGEMENT 


ACHIEVEMENTS IN ENTERPRISE CONSOLIDATION 
Jiangsu XINHUA RIBAO in Chinese 17 Jun 83 p 1 


[Article by Staff Reporter Yang Rongjie [2799 2837 2234]: "307 Enterprises 
Get Certificates Of Having Met the Standards of Consolidation: Consolidation 
Work of a First Group of Provincial Enterprises Achieves Positive Results"] 


[Text] Consolidation work of a first group of enterprises in our province has 
achieved preliminary positive results. So far, there are already 307 enter- 
prises that have successively obtained "Certificates of Having Met the 
Standards of Consolidation." 


In the entire province there are altogether 823 enterprises which have been 
assigned to a first group of enterprises designated for consolidation. In 
order to make a good job of these enterprises’ consolidation work, the pro- 
vince and each municipality have separately set up enterprise consolidation 
leadership teams and have assigned 463 on the spot fact-finding teams to go 
right to the factories concerned and reinforce the leadership there in the 
task of consolidation. Since last year, each of the enterprises in this 
first group designated for consolidation, proceeding from its own actual 
conditions, has stressed the essentials and undertaken systematic and compre- 
hensive consolidation and integrated administration. On this basis, the 
province and each municipality separately examined and accepted these enter- 
prises in the first quarter. Of the 307 enterprises that met the inspection 
standards in Wuxi, Xuzhou, Changzhou, Suzhou, Nantong, Lianyungang, Zhen- 
jiang, Yancheng, Hanjing, and the city of Yangzhou, by far the greatest number 
has better fulfilled the stipulated five consolidation tasks; enterprise 
leadership has been readjusted and strengthened; the economic responsibility 
system had been gradually perfected; labor organizations had become more 
rationalized; labor discipline had clearly made progress; and economic 
results had been notably improved. The 50 enterprises in Changzhou munici- 
pality, which met the inspection standards, have already basically gotten rid 
of personnel who had not been examined and approved and who had been hired in 
an unauthorized and reckless manner by means of consolidating labor organiza- 
tions and organizing productions on the basis of fixed personnel as well as 
assigned output quotas. They also curtailed workers hired to supplement 
production. In doing so, they strengthened the first line of production and 
transformed the situation that previously existed: "first line slack, second 
line dispersed, and third line overstaffed," and increased labor productivity. 
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In the 55 enterprises of the city proper of Wuxi municipality that met the 
standards of consolidation, economic results had been substantially improved. 
Among these there were 20 enterprises that had realized profits on the order 
of “the three overfulfillments” i.e., overfulfillment of the current annual 
plan, surpassing the level of the previous year, and exceeding the highest 
historical level. 


At present, our province is in the process of paying close attention to 
continuing the work of consolidation, improvement, and examination and 
acceptance for this first group of enterprises. The leadership teams in- 
volved in enterprise consolidation in the province demand that each 
municipality carries out a retrospective look and a summation of the earlier 
examination and acceptance work and make an analysis of its quality. From 
now on, the work of examination and acceptance must be done well by 
conscientiously insisting on high standards and strict requirements. 

Although already issued with certificates some enterprises still have not 
completely complied with the standards. For these enterprises it is also 
necessary for them to “make up their missed lessons” within a stated time. 

At the end of June a re-examination will be carried out by each municipality, 
and, wherever one of the five tasks or cost efficiency has not managed to meet 
inspection and acceptance standards, it will be necessary to consider depriv- 
ing the enterprise involved of its standing as having met the standards and 
recall its certificate. Those enterprises which now have still not been 
inspected and accepted or which have still not "made up their lessons” within 
the specified time must struggle hard and within the next three quarters 
strive to reach the standards. As for those enterprises which fail to reach 
the standards within this set time, the following economic measure should be 
adopted: stop issuing bonuses to factory level leading cadres and reduce 
bonuses issued to staff and workers. If by the end of the year they still 
have not met the standards, major organizational measures should be carried 
out against their principal leadership. If it is because of a responsible 
department at a higher level that these enterprises fail to fulfill the task 
of consolidation on time, it will be necessary to make a thorough investiga- 
tion into the responsibilities of the responsible department. 
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ECONOMIC MANAGEMENT 


ZHEJIANG RIBAO CONDEMNS DEFRAUDING OF KEY CONSTRUCTION PROJECTS 
Hangzhou ZHEJIANG RIBAO in Chinese 5 Jul 83 p l 
Grticle by staff commentator: "Defrauding Of The State Must Not Be Allowed*/ 


[Text] We must pay extremely close attention to the difficulties and fraud 
encountered by Hangzhou Thermal Power Plant during its construction, as 
this incorrect practice of taking advantage of the state must be firmly 
prohibited. 


The key to stopping the current incorrect practice of arbitrary charging in 
key comstrection projects lies in profound investigation and study by the local 
government and departments concerned, and in the practical strengthening of 
leadership. First, the broad masses of people must be educated to support the 
state's key construction projects, and be told repeatedly the significance 

of the projects and of the need for their support. They must be inspired to 
support the state's key construction as if they were supporting the battle 
fronts during war. A general mood of being proud to have devoted one's effort 
in key construction and of being ashamed of not having supported key construc- 
tion must be created. Second, the state's land usage regulations must be 
firmly adhered to. No one is allowed to arbitrarily raise standards or charge 
fees. Persons stirring up trouble behind the scene must be punished 

according to the law. Third, whenever the communes, brigades or farmers 
contradict key construction projects, the local government must intervene, and 
educate the farmers to take the interests of the whole into account instead 

of allowing them to do whatever they like, All in all, on the issue of 
mobilizing various fields to support key construction projects, we must have 
good and detailed planning, insist on principles, be bold in confronting and 
controlling bad elements, and adopt an unequivocal attitude and resolute 
measures. Units and individuals who arbitrarily charge, or even blackmail, 
key construction projects must be handled strictly. 


Why can't we put an end to the incorrect practice of arbitrary levying in some 
areas? Among the numerous and multilateral factors, one of the major reasons 
is that some leading cadres do not adhere to principles in fighting this 
incorrect practice. They do not have the courage to criticize or educate 
wrongdoers, do not deal with the problems sternly when they need to be handled, 
and fail to use the law to settle problems and punish the wrongdoers when it 
is necessary. Instead, some leading cadres use the excuse of “caring for the 
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masses” to support and shield behind the scene people who ask exorbitant 
prices or who blackmail the key construction projects. All these are incorrect 
practices. Such leading cadres must be, in accordance with different condi- 
tions, punished sternly. Their wrong practices must not be tolerated. 


At present, various regions are trying diligently to curb the wrong practice 
of arbitrary levying. We firmly believe that as long as party committees 

and government organizations at all levels pay close attention to this prob- 
lem and the efforts of various fields are closely integrated, notable results 
will be achieved within a short time, and the state's key construction project 
will be conducted smoothly. 
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HANGZHOU KEY CONSTRUCTION PROJECT ENCOUNTERS FRAUD 
Hangzhou ZHEJIANG RIBAO in Chinese 5 Jul 83 p l 


[Article: "“Hangzhou's Key Construction Project, Hangzhou Thermal Power Plant, 
Encounters Deliberate Fraud, Huayuangang and Qinfeng Production Brigades Took 
Opportunity to Blackmail The Project"/ 


[Text] The progress of Zhejiang Province's key construction project, Hangzhou 
Thermal Power Plant, has been greatly affected because some production teams 
of Huayuangang and Qinfeng Production Brigades of Xiangfu Commune, Xihu 
District of Hangzhou, took advantage of the fact that the plant needed to use 
(borrow) their land for construction, and demanded an exorbitant price for 

the land. As a result, negotiations were held on and off for more than 4 
months. 


Hangzhou Thermal Power Plant is situated at Moganshan, Lubei Bridge. It has 

a total area of 147.5 mu, and will supply heat to 20 some factories, including 
Hangzhou Chemical Fibre Plant, Hangzhou Printing and Dyeing Plant and 
Hangzhou No. 1 Pharmaceutical Plant, through three major heat-supply lines. 
The plant is expected to go into operation at the end of the first quarter 

of 1984, starting with one turbine and one furnace to provide steam for some 
factories in the heat provision district. When the project is completed, it 
not only will solve the problem of environmental pollution in the area, but 
will also save large amounts of coal. 


Last December, preparations were made to begin the construction of the heat 
pipeline network scheduled to link the plant to the Hangzhou Chemical Fibre 
Plant, but 413 meters of the pipeline must go through the (flower) nursery, a 
total area of 4.433 mu of land, of Huayuangang Production Brigade of Xiangfu 
Commune (the land will be on loan to the project during construction, but it 
will be returned to the production brigade after work has been finished). Some 
production teams and commune members of that production brigade planted about 
29,900 trees and flowering plants on this piece of land, and a number of them 
were even planted after the teams and members learned of the heat pipeline 
network's proposed route. During negotiation over the compensation of borrow- 
ing the land for construction, the Hangzhou Thermal Power Plant stressed to 
the production brigades and production teams not to plant any more trees and 
flowers along the route, but a number were planted anyway. During the 
negotiation, the production brigade raised two demands: First, the 


35 














construction unit must compensate 40 percent of the plants’ total value as 
labor cost for moving the plants, which totalled more than 80,000 yuan. 
Second, the fee for borrowing the land was, in the beginning, 17,000 yuan 
per mu, dropped to 1,500 per mu after repeated negotiations. The two demands 
added up to a total of 89,000 yuan. As the figure was high, no settlement 

was achieved after repeated negotiation. Later, due to the help of concerned 
cumrades from the district and commune, the production brigades agreed to 
reduce the total number of plants by 30 percent, an approximate number of 

the newly-planted plants. The total charge, including the land borrowing 

fee and the land leveling and improving fees, was thus reduced to 64,000 
yuan. As this figure was still too high, no settlement was made. At last, 
with the intervention of concerned leadership of Hangzhou city government, 
Hangzhou Agricultural Bureau, Xihu District Agricultural Bureau and Hangzhou 
City Keal Estate Control Bureau, compensation was settled at a high price of 
57,000 yuan. 


The heat pipeline network of Hangzhou Thermal Power Plant also must go 
through part of the land, about 100 some meters in length and 1.06 mu in area, 
of the Fourth Production Team of Qinfeng Production Brigade, Xiangfu 

Commune. Originally, there were only several hundred saplings along this 
route, but since a member of the production brigade's party branch committee 
knew that the power plant was going to borrow the land for construction, more 
than 5,000 saplings of palm, Chinese rose, peach, tangerine, pine and China 
fir were planted within the boundary of the 0.12 mu of proposed construction 
sites since the last half of last December. According to the masses’ report, 
about 3,000 palm trees and Chinese roses were borrowed from commune members 
close by to be planted before the construction began, about 1,000 China firs 
and peach plants were cut from bigger plants to be planted, and some palms 
were bought from other commune members at a low price so as to demand a high 
compensation price. These rush-planted saplings were claimed to value about 
11,000 yuan. The labor cost for removing them would be 3,000 to 4,000 yuan. 


Hangzhou Thermal Power Plant adhered to the state's regulation and persisted in 
not paying for the saplings which were rush-planted. The problem remained 
unresolved after repeated negotiation. At last, due to the intervention of 

the city and district's land control departments and the commune's leadership, 
the plant paid 368 yuan as labor costs for removing the plants and the prob- 
lem was solved. Influenced by the branch committee, some commune members 
confirmed to rush-plant a number of saplings, adding difficulties to the 
economic planning of the plant and resulting in the project's construction 
continuing on an on and off basis. 


ihe special features of Hangzhou Thermal Power Plant's heat supply project 

are the large numb?r of peripheral projects such as the heat pipeline network 
outside of the plant, cycled water discharge pipeline and power supply lines. 
[hese projec:,, involving extensive areas, are being constructed or will be 
constructed soon. If the problems of borrowing land during construction and 
the compensation problems cannot be solved in a timely manner according to the 
state's regulations, the project will be greatly affected and it will take 
much longer time for it to go into operation. 
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INDUSTRIAL Ei/TERPRISES RESPOND TO SERIOUS CHALLENGE 
Beijing JINGJI RIBAO in Chinese 16 Jul 83 p 1 
(Article: “Industrial Enterprises Face a Serious Challenge” | 


[Text | China's 40,000 industrial enterprises are faced with a 
serious challenge. This chailenge has appeared alongside the 
guiding policy of enlivening the domestic economy and opening to 
the outside and during the reforms of the economic management 
system. 


Since the 3rd Plenum of the 11th Party Congress, the industrial 
enterprises have made progress in adjustments, reforms and recti- 
fication. However, a considerable number of industrial enterpris- 
es were profitable primarily because of the shift in prices for 
raw materials and for agricultural side-line products. These few 
years, the state has raised the prices for agricultural side-line 
products and some raw materials, rectified staff and worker wages 
and exposed unfavorable contradictions in management that have 
long remained covered up. That plus the unhealthy tendencies of 
chaotic inflation and undisciplined vendors gave the enterprises 
continually increasing unreasonable burdens. This year the plan 
called for a 2 percent decrease in the costs for comparable pro- 
ducts, while the first half showed an actual increase of 1 percent. 
In a January through May comparison of this year and last year, 
the budget provided for a 6.5 percent increase in the gross out- 
put value of the state-operated industrial enterprises, but be- 
cause of rising costs, total taxes and profits only increased 

1.6 percent, and the portion obtained by the state actually de- 
creased by 1 percent. 


The objective conditions posed a sharp problem for all industrial 
enterprises: reliance on old methods and reliance on current 
standards will be difficult to maintain in the future. If our in- 
dustries do not show a clearcut improvement of quality they 
domestically will not have any vitality and internationally they 
wiil not be competitive. It must also be seen that changes in 
marketplace supply relationships also pose a challenge in quality 
for the industrial enterprises. Prior to the shift of the main 
energy of our party and state to economic construction, there was 
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a long-term lack of industrial progress and the marketplace was 
always in short supply. At that time it was a question of whether 
or not the products were available but it now is a question of 
product quality and no matter whether it is the domestic market- 
place or the international marketplace, all demand high quality. 
Under the new conditions, if there is blind expansion of produc- 
tion quantity without effort in product quality there then is no 
future in such endeavors. 


In the future, the state on the one hand will give the enter- 
prises certain rights of autonomy and certain benefits to permit 

a unity of enterprise administrative results, economic responsi- 
bilities and economic benefits, while on the other hand pressures 
will also be exerted on the enterprises. A series of actions will 
be chosen, including planned management, administrative inter- 
ference, economic techniques and legal devices, and these will 
force the enterprises to truly shift their strengths to improving 
economic results. Whether it is rectification, reform or reorgani- 
zation the final step must lead to this. 


In the face of this serious challenge the existence of the enter- 
prise depends on it own efforts and continued improvement of the 
ability to meet emergencies. This is a primary condition for the 
enterprise to meet this challenge and also is an important indi- 
cator of whether or not the enterprise can exist and develop and 
also make a contribution to the state. In the last few years, 
this has been demonstrated relatively well by a number of indus- 
tries, such as the Daqing 0il Field, the Capital Iron and Steel 
Mill, the Second Motor Vehicle Plant, the Shanghai No. 2 Electro- 
nics Plant, the Beijing No. 2 Chemical Plant, the Changling 0il 
Refinery, the Jinzhou Textiles Mill and the Tianjin No. 2 Bicycle 
Factory as well as the Beijing Municipal Clock and Watch Company 
which recently made an appearance. The features they share are: 
the ability to make technological progress and grasp the role of 
management and administration within the enterprise, a quick 
response to changes in marketplace demands, relatively strong com- 
petitive strengths in product quality, variety and costs, and con- 
tinual increases and improvements in production and economic re- 
sults. Their example clearly shows that the broad cadres and 
staff and workers of the state-operated enterprises are strong and 
capable, that it is possible to rely on hard work to achieve eco- 
nomic results and that faced with this new challenge victory goes 
he who is stronger and superior. 


The enterprises facing this serious challenge must first strive 

to improve quality and overcome managerial and technological 
backwardness. This requires that the enterprises have a number of 
leadership cadres who have broad vision, understand their field 
and are capable. They must comprehend all links in production, 
supply and sales, understand current market conditions for their 
field and be aware of future changes, and when external conditions 
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develop changes or are about to develop changes they must be able 
to take appropriate actions in response to enterprise conditions. 
With just such a leadership group it will be possible to more 
rapidly improve management standards and economic strengths and 
produce staff and worker brigades with good ideology, a firm 
style and excellent technology. Then, no matter how conditions in 
the outside world may change we always will be able to compete 
and victoriously meet challenges. 


11582 
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ECONOMIC MANAGEMENT 


PROBLEMS OF CORRECT CONSTRUCTION POLICY DISCUSSED 
Shanghai WEN HUI BAO in Chinese 29 Jun 83 p 3 


[Article by Yuan Ben [5913 2609]: "Several Problems Concerning Adherence to a 
Correct Construction Policy"] 


[Text] Summary of Contents: If we fall victim to a blind- 
ness in deviating from the conditions of our own country and 
being overanxious in our attempt to achieve results, it 
would be impossible for us to consciously adhere to the 
principle of seeking truth from facts and the correct policy 
of advancing steadily. The tendency toward blind expansion 
of the scale of our capital construction since last year 
merits our serious vigilance. If our economic development 
becomes abruptly heightened and then slackened again, the 
people's enthusiasm is liable to suffer serious setbacks. 
The most important thing today is to overcome the practices 
of wrangling, improve our work efficiency and strengthen 

our inspection and supervision so as to have the party's 
correct construction policy genuinely implemented and 
realized. 


in his "Report on the Work of the Government" at the First Session of the Sixth 
National People's Congress, Premier Zhao Ziyang pointed out: "Combining the 
fundamental principles of Marxism with the concrete realities of our country, 
adhering to the principle of seeking truth from facts, and operating according 
to China's own conditions is the fundamental point of departure of the correct 
construction policy we must adopt." He also pointed out: "“Unswerving adher- 
ence to the principle of seeking truth from facts and to the construction 
policy of advancing steadily is the primary condition assuring that our present 
fine situation is going to continue to advance and will not be sidetracked." 
Profoundly underst.inding these views and further heightening our consciousness 
in implementing a correct construction policy is indeed the key to continuing 
to push forward the construction of our socialist modernization with economic 
construction as its core. 


It Is Necessary To Comprehensively and Dialectically Perceive the Conditions 
of Our Own Country 


Carrying out concrete analysis of concrete situations is the living soul of 
Marxism-Leninism and Mao Zedong Thought. Correct principles and policies can 
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only come from correct analyses of objective situations. If we are going to 


consciously adhere to the correct construction principles of seeking truth from 
tacts and advancing steadily, we must first achieve a comprehensive and not 
partial, dialectically and not metaphysical, correct understanding. 


ihe conditions of a country are a comprehensive concept with extensive contents; 
it should at least include the country's social system, historical background, 
geographical location, population situation, natural resources, economic con- 
ditions, cultural origins, national traditions and international environment, 
etc. It is not the intent of this article to discuss each one of these, but 
merely to dwell a little on the extreme importance of overall analysis and per- 
ception of the conditions of our own country to our ability to adhere to a cor- 
rect construction policy. 


The social system is the most important condition of a country. For more than 
sO years we have established and consolidated our socialist political system 

of people's democratic dictatorship based on the worker-peasant alliance, and 
we have established and consolid¥?@@*°@@P™setalist economic system based on 
public ownership of the means of production. The elimination of the exploita- 
tive system and the exploitative classes and the establishment of the socialist 
system have fundamentally assured the people of being masters of their own 
house and stimulated the enthusiasm, initiative and creative spirit of the vast 
ranks of the laborers, and overcome the fundamental contradictions between the 
private ownership of social means of production under capitalism and the social- 
ization of production as well as the anarchical state of social production, 
thus making it possible for us to correctly handle various social contradictions 
and consciously readjust the proportionate relationships between various depart- 
ments of the national economy, likewise making it possible for us to proceed 
from the overall interests and long-range interests of the entire society and 
thereby rationally utilize various means of labor and natural resources, and 
also making it possible for us to mobilize and concentrate within the whole 
country all necessary financial and material resources and manpower in order 

to launch those undertakings whose development must be given priority. Prac- 
tice since the founding of our state has fully proved that whenever we imple- 
ment the correct line, principles and policies, the intrinsic superiority of 
this socialist system is immediately brought into full play, and our various 
construction undertakings also progress vigorously; the extent and speed of the 
resulting change are not only inconceivable in the context of the old China but 
also incomparable in respect to those of all capitalist countries. If we fail 
to see this, we would lose our basis and confidence in active struggle, and we 
would be liable to make very big mistakes. But, at the same time, we should 
also see that during the past 30 years and more we have failed to achieve the 
greater results we should have achieved; the main reason for this is, of 
course, because the faults in our guiding ideology have created many historical 
zig-zags, but it is also shown that our socialist system is still rather imper- 
fect and there still exist conspicuous shortcomings and defects in many con- 
crete institutions and management systems. Here, apart from the fact, as 
revealed by the theory of scientific socialism that socialism itself is nothing 
but a historical process which we are continuing to seek to perfect, the char- 
acteristics of our own country are also involved. First, because our socialist 
society has just evolved from a semicolonial and semifeudal society not very 
long ago and it is, as Marx said, still left with fairly numerous "vestiges" 


41 








ol the old society; the patriarchal system and ideas of social gradation, the 
ideas of smail production and natural economy and egalitarianism, etc., that 
had taken shape in several thousand years of a feudal society are still some- 
what stubbornly reflected in various management systems of our society. 

Second, while we have, during the early period after the founding of our state, 
also achieved some successes in the course of building socialism under the con- 
dition of lack of experience and in imitating other countries’ experiences, we 
have also transplanted many incorrect things, or things that seriously run 
counter to the conditions of our own country. Third, in the process of 
building our socialism, we have in certain aspects followed our experiences of 
construction at the base, which were appropriate only in conditions of revolu- 
tion and war but not in the building of socialism. Because of various histor- 
ical reasons, these [methods] have not only failed to change in time along 

with the change of objective conditions but, in some cases, have even developed 
somewhat in an incorrect direction. Fourth, in the case of the "Leftist" 
wuiding ideology that existed for a long time in the past, especially the sabo- 
tage that resulted in the 10 years of internal disturbance, the serious effects 
and negative consequences it has perpetrated on our socialist system still 
cannot be underestimated even today. All of these have served to determine 
that the consolidation and perfection of our socialist system must inevitably 
pass through a longer historical process; they have also served to determine 
that we must push all reforms with the perfection of our socialist system as 
their fundamental goal through the total practice of our entire construction of 
modernization. If we fail to see this or underestimate it, then we are bound 
to fall victim to blindness in deviating from the conditions of our own country 
and being overanxious to achieve results, and it would be impossible for us to 
consciously adhere to the principle of seeking truth from facts and the correct 
construction policy of advancing steadily. 


Ours is a country with a large population, vast land, and rich resources; this 
is something we are all proud of. But even on this, we must carry out concrete 
analyses and not fall victim to blindness. Man is the decisive factor among 
the forces of production. When the population is large, when sources of labor 
power are rich, we can find different ways to organize vast, mighty armies of 
labor to march toward the breadth and depth of production; failing to see this 
strong point is of course incorrect. But in the past, our primary fault was 
often overstressing it and failing to see that man is at the same time also a 
consumer and failing, in particular, for a long time to perceive sufficiently 
the seriousness of the problem that our population had been increasing exces- 
sively exuberantly. According to calculation, during the 26 years from 1953 

to 1978, the whole nation gave birth to more than 600 million new persons and 
spent altogether about 1.33 trillion yuan on them, which made more than 30 per- 
cent of the cumulative national income of the same period. During this period, 
58 percent of our newly added amount of consumption was used to satisfy the 
needs of this new increase in population, and only 42 percent was used to 
elevate the level of consumption of the original population. Because of such 
a surplus of population, extremely great pressure was inevitably brought upon 
the employment of such labor force, upon cultural and educational undertakings, 
upon sanitation and health-protection as well as housing, transportation and 
urban public facilities. All this could not but place very great constraint 
upon the development of our economy. Our territory is vast; its land area 
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ranks third in the world; but the average area (15 mu) per capita is not even 
one-third of the average level (49 mu per capita) of the world whereas the 
verayge arable land per capita (1.5 mu) makes up merely 27 percent of Che 
averaye level (5.5 mu) of the world. Thus, the contradiction between the 
shortage of our arable land and the increase of our population will become 
even sharper and sharper. Our resources are very rich; almost all of the more 
than 150 kinds of the world's known useful mineral products can be found in our 
country. The deposits of some of these minerals rank first or among the first 
few of the world. Explorable hydraulic resources make up 25 percent of the 
reserves of the world; ours is, therefore, the world's richest country in 
hydraulic resources. All of these are of course very beneficial conditions. 
but, when averaged according to the size of our population, many of our 
resources can hardly be called rich; not a few resources remain to be clearly 
surveyed and hence still cannot be explored and utilized for a rather long 
period. In the case of some resources, while their reserves are considerable, 
their quality leaves much to be desired and they rank rather low; in the case 
of others (such as hydraulic power and others), because they are situated far 
from central areas of our economy and because of the constraint imposed by 
transportation, the conditions for their exploration and utilization are rather 
poor, and the difficulties involved are great. In respect to these situations, 
we must have overall, clear analysis and perception. 


Through the efforts of the country's various nationalities since the founding 
of our state, the assets of our current industries have grown 26 times over 
those in the year 1952, the year in which we completed our task of economic 
rehabilitation; we have as many as 400,000 such large, medium and small indus- 
trial and transportation enterprises; an independent, fairly complete indus- 
trial system and national economic system have been gradually established. 
This is the material and technological foundation for the construction of our 
socialist modernization and a dependable battlefield for a forward march. If 
we fail to appraise this adequately, especially if we fail to appraise the 
wreat power of self-reliance of our people adequately, that would lead us to 
make big mistakes. Meanwhile, we should also clearly perceive that our cur- 
rent material and technological foundation, generally speaking, still remains 
rather thin; the main reflection of this is that the level of development of 
the productive forces in our society as a whole is still not very high, and the 
production of various products, when averaged according to the size of our 
population, is still rather low. Second, the labor productivity and propor- 
tion of commercial products in our agriculture are still rather low; the sur- 
plus agricultural products provided by the countryside are still hardly 
sufficient to satisfy the urban population in the improvement of their living 
standards or meet the needs of the industries and the entire economy in their 
development. Third, the structure of industry commoditi.s, enterprise organ- 
ization and technology of our national economy still harbors many irrational 
aspects and hence seriously hampers the development of the role of our current 
material foundation and the elevation of our economic results. Fourth, our 
modern educational, scientific and cultural enterprises are hardly developed; 
the scientific and technological level of our entire social production and the 
level of its management are still very backward. Therefore, while at no time 
shall we ever lose our confidence and determination to eventually catch up and 
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surpass the developed countries in economic technology, if we should attempt to 
do so within a very short period that would be very unrealistic. 


To sum up, ours is today still a developing socialist country. Our social sys- 
tem is superior, our people are diligent and brave, our land is vast, our 
resources are rich, and hence we are in possession of extremely beneficial 
conditions for accelerating our economic development. This is one side of the 
question. On the other hand, our country is very big, our population is large, 
our foundation is very thin, and hence our real material and technological 
foundation has determined the long-range, formidable and complicated nature of 
the construction of our modernization. We must insist on proceeding from 
reality on all things, oppose both passive waiting and impetuous advance and 
oppose both pessimism and any theory of quick victory, so as to exert our 
utmost to succeed in accomplishing everything which can be accomplished through 
such exertion and firmly establish an ideology of construction based on doing 
things according to our capacity, active struggle and orderly progress. 


We Must Steadfastly Remember Our Historical Experiences and Lessons 


Ihe unforgotten past is the teacher of today. In order to adhere to the prin- 
‘iple of seeking truth from facts and the correct policy of advancing steadily 
we must, while comprehensively analyzing and correctly understanding the con- 
ditions of our own country, at the same time do what Premier Zhao Ziyang has 
admonished us to do in his "Report on the Work of theGovernment"™ this time: 
"Steadfastly remember our historical experiences and lessons, always maintain 
clear thinking.” Only in this way can we better minimize our blindness and 


improve our consciousness. 


In the 30-odd years of the past, the construction of our socialist economy has 
both achieved great successes and suffered painful failures; our experiences 
and lessons are abundant. Our effort to bring order out of chaos during the 
past few years has served to sum up systematically and profoundly the faults 
of our guiding ideology in the political realm. The pains suffered by people 
in this aspect have been very direct and very deep; this is why they have 
relatively penetrated people's hearts. Things like "taking class struggle as 
the key link" and the “political revolution" of "one class overthrowing 
another,” etc., may be said today to have hardly any market among the vast 
ranks of the masses of the cadres and masses. In the case of the faults in 
the guiding ideology of our economic realm or in our construction policy of 
the past, a summing-up is, of course, also made, but, relatively speaking, it 
is still not so profound, not so penetrating as the one made of the former. 
This is probably also an important reason why Premier Zhao Ziyang reminded 
people at the First Session of the Sixth National People's Congress this time 
to pay special attention to, and remember, our historical experiences in this 
reyard. Then, in linking our current reality with the requirement of adhering 
to a correct construction policy, what principal experiences and lessons should 
we absorb from our past historical practice? 


First, sincs the founding of our state, the principal mistakes we have com- 
mitted in the guiding principle of our economic construction are “Leftist” mis- 
takes. In the period of our socialist construction, it is far more difficult 
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to rectify these mistakes than rectify "Rightism" and conservatism. This has 
been a correct conclusion reached by Comrade Chen Yun. Whether it was the 3 
years of serious difficulties in our economy brought about by the rashly 
started 1958 “Great Leap Forward" (plus the natural disasters and the breach of 
faith by the Soviet Union then), or the great losses in economic construction 
that resulted in the 10-year catastrophe, "apart from causes in other aspects, 
they all stemmed from our deviating from our actual situation and from the 
excessively great and excessively urgent requirements in our guiding policy” 
(see Zhao Ziyang: "Report on the Work of the Government"). During the 2 

years from 1977 to 1978 after the smashing of the “gang of four,” we failed 

not only to carry out in time clear-headed economic readjustment but, on the 
contrary, aggravated the grave disproportionate development and economic dif- 
ficulties resulting from the 10-year internal disturbance; this was due also to 
the fact that the "Leftist" mistakes in our guiding ideology were in many 
respects still not seriously sorted out and rectified, so that in our economic 
construction many impractical, [too] high-standard targets were once again 
proposed. During this long period, of course there has been a time when the 
conservative tendency of underestimating certain situations prevailed, but 

that never led to serious consequences, and even when such consequences 
resulted they were still easier to discover and rectify in time. After a large- 
scale readjustment during these past few years, our economic situation has 
become better year after year; but since last year there again began a tendency 
to blindly expand the scale of our capital construction, a situation which 
merits our serious vigilance. The reasons involved have been, of course, num- 
crous; there were ideological reasons and there were also economic reasons; 
but, as has occurred several times in the past, the reappearance of the ten- 
dency that once the situation gets better, people immediately become hot- 
headed again is still an important factor. Historical and realistic conditions 
both tell us, in order to consolidate and develop our current fine situation, 
we must guard against our past mistakes of being overanxious to achieve 

results and advancing blindly; this is also the strong desire and demand of the 
vast ranks of the masses of the people. 





Second, only by maintaining proportionate development can high speed be 
achieved. Negligence in maintaining proportionate development destroys com- 
prehensive balance. When people resort to so-called "taking one horse astride 
so that 10,000 horses automatically follow at full speed," even if they tem- 
porarily have their way, they would soon fall down. We have many times 
already sustained such losses. Our national economy is a complicated entity 
composed of many industries, trades, and hundreds and thousands of enterprises; 
the various economic departments and enterprises are mutually, closely related 
to one another and cannot be separated. The speed of their growth nust not 
only be based on the productive capacity they themselves possess, but also con- 
ditioned by the closely dovetailed supply-production-consumption mutual rela- 
tionship between these departments and enterprises. Therefore, it is an 
objective requirement for socialist economic development to advance in a pro- 
»ortionate and coordinated manner. Whether it is a conspicuous change in the 
conditions of social production as a whole or a major step forward in science 
and technology, it comes only from long periods of accumulation and cannot be 
achieved all of a sudden; it cannot depend on a commando raid but must advance 
gradually in an orderly manner. All of these things are inviolable laws; if 
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they are violated, one must inevitably suffer punishment in real life. We must 
through unremitting endeavors seek to have the various departments of our 
national economy maintain fairly rational proportions and achieve steady, 
healthy development over a long period. This is what we should achieve and 
also what we can achieve. Otherwise, if we continue to seek, as in the past, 
high-speed development partially in a brief period or in a certain locality, a 
certain department, there is bound to occur again the repetition of great set- 
backs for great hurries and small setbacks for small hurries; then that would 
serve once again to sabotage the situation achieved only after great efforts 
in which the major proportions of our economy have become gradually coordi- 
mite and again to cause the loss of the already gained economic situation that 
had gradually embarked upon a course of healthy development. This is, of 
course, what we should do our best to avoid and also what we can avoid. 


Ihird, only by adhering to proceeding from reality in all things can we have a 
standard by which to judge rights and wrongs and correctly oppose both 
“"Lettist” and "Rightist" mistakes. In the past, we deviated from reality by 
allowing only opposition to the Right and not to the “Left,” always thinking 
that the "Left" is better than the Right. This partiality has resulted in the 
cause of our construction suffering serious setbacks and huge losses. The 
principle of seeking truth from facts and the construction policy of advancing 
steadily are principles which serve both to oppose the "Left" and to guard 
against the "Right"; they are positive and not negative. It is very important 
to fully comprehend this point. Because only when one firmly establishes such 
a perception in one's own thinking can one stop being afraid of others 
accusing oneself as “Rightist" or conservative; only thus can one have the 
courage to proceed from reality and, when one implements a correct construction 
policy, remain unmoved, without wavering back and forth. Both historical and 
current practice proves that it is not very easy to have our whole national 
economy grow steadily in gradual steps in a proportionate manner for a long 
time; that takes very great efforts. We must overcome with assiduous deter- 
mination the many difficulties in our path, we must fully rely on, and develop, 
the enthusiasm of the vast ranks of the cadres and masses, but an enthusiasm 
that is sustained, not temporary. Once we have really achieved a long period 
of steady growth in our economy, and correspondingly the people's livelihood's 
yains also continued, gradual improvement, then every step forward enables the 
people to reap the practical benefits they deserve, then their enthusiasm 
could surely also be brought into full play in a sustained manner. If, con- 
trary to this, the economic development turns suddenly up and suddenly down, 
wmetimes high and sometimes low, with the pendulum swinging widely, or, worse, 
it the economy, because of excessiveziy high demands and excessively urgent 
demands, suffers setbacks and leads to forced readjustment, then the develop- 
ment of the whole economy would again suffer setbacks and the people's enthu- 
siasm would also inevitably suffer injuries. Because of the long period of 
historical experiences we have acquired, we believe that in development in the 
future we should be able to avoid repeating such mistakes. 


Ihe above can hardly be said to be the summing-up of all our past experiences; 
it is but a summary of the relatively more important. In a word, committing 
firmly to memory our historical experiences so as to maintain our clear minds 
is very necessary and important to consolidating and developing our present 
fine situation. 
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We Must Shift All Our Economic Work to the Course of Development With the 
improvement of Our Economic Results as Its Core 


Acquiring a correct perception of the conditions of our country and our his- 
torical experiences of the past in economic construction will provide us with 
the necessary ideological premise in our insistence upon the correct construc- 
tion policy of advancing steadily; this is unquestionable and also very impor- 
tant. But acquiring merely this would still not be enough. We must also, 
under such a premise, unswervingly operate according to the strategic goals, 
strategic points, strategic deployments and a series of major pulicies con- 
cerning our economic construction proposed by the party and the state, work 
hard and with concentration, strive earnestly to achieve results; only thus 
can we push our economic construction forward in an orderly and healthy man- 
ner. At present, we must further do a good job in our economic readjustment; 
continue to get a close handle on the restructuring, reorganization and 
reassociation of enterprises; accelerate our steps in institutional reform; 

we must, under the premise of resolutely controlling the scale of our capital 
construction, concentrate our capital to reinforce our key-point construction 
and actively promote the technological transformation of our existing enter- 
prises; we must continue to promote the rationalization of such major propor- 
tions as accumulation and consumption, agriculture, light industry and heavy 
industry as well as various economic structures so as to assure the forward 
development of agriculture, light industry and heavy industry in a mutually 
coordinated manner. In order to succeed in all this, the most important thing 
is to genuinely shift all economic work to the course of development with the 
improvement of our economic results as its core. Once the economic results of 
the entire society can be continually improved, the solution of other questions 
can also be better handled. 


lf we wish to realize socialist modernization and gradually achieve prosperity 
and wealth for the state and abundance and happiness for the people, we can 
hardly do so without a definite speed of economic development. Paying little 
attention to such speed of development is, of course, incorrect. But the speed 
we want must be one which can be achievable through efforts under the premise 
of improved economic results which is solid and without water in it. If we 
should, as in the past, seek speed in a partial way, seek output value and out- 
put quantity in a partial way, especially seek a speed of increase in output 
value that includes considerable material consumption and duplicative calcu- 
lation, then we are bound to pitch in excessive equipment, excessive manpower, 
ind excessive consumption, with the avoidable resuit that the quality of our 
products turns out to be inferior, the cost turns out to be high, and the waste 
turns out to be considerable, or with many products even completely ill-suited 
to social needs. On the surface, a speed thus achieved might seem not very low, 
but in reality the increase in really effective social wealth turns out to be 
whimsical; the people would not get the practical benefits they deserve, and 
the people in charge would be working merely for nominal reputation and reap 

no venuine results. In our past practice, there have already been many les- 
sons. Henceforth, whether or not all our economic work is to succeed and 
whether or not all our enterprises are to be run well, must all take the 

extent of economic results actually achieved as the criterion for appraisal. 
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Shifting all our economic work to the course of development with the improve- 
ment of our economic results as its core implies that, in our economic work, 

we must once more realize a fundamental change in our guiding ideology and 
practical conduct. We must not only pay great attention to economic results 

in our ideological perception, but also adopt resolute measures that are in 
«cord with actual needs and of practical effect so that the economic results 
in our production, construction, and circulation and such fields can all be 
improved year after year. In order to achieve this, we must grasp tightly two 
most important links; one is an all-out endeavor to improve our management con- 
trol, and the other is to promote by all means the technological advancement 

of our social production. Be it the readjustment of our economic structure, 
the restructuring of our enterprises, key-point construction and technological 
transtormation, or reform in our economic systems, they should all take the 
improvement of our economic results as their premise and goal, and they should 
ill help elevate our level of management and science and technology. Realizing 
1 quadruple increase in our yearly industrial and agricultural output value by 
the end of this century is definitely not just a concept of quantity; it is at 
the same time also a concept of quality. Without relying on greatly improved 
minayement control, without relying on a greatly improved leve] of science and 
technology, and without a great improvement in our social economic results, 

the yoal of that quadruple increase may go amiss. Closely grasping these two 
links of improving our management control and improving the level of our sci- 
ence and technology and shifting all our economic work to the course of develop- 
ment with the improvement of our economic results as its core will be very 
beneficial to our fundamentally wiping out the erroneous ideas of partially 
ceeking high targets, high speed, and the like in our economic construction, 
which prove to be overanxious in achieving results, to our implementing gen- 
ninely and solidly the construction policy of seeking truth from facts and 
idvancing steadily; it will also be exceptionally beneficial to our fostering 
ind training a large contingent of smart and able entrepreneurs and a large 
contingent of scientific and technological talents with real ability and knowl- 
cdye. This would be of further profound and weighty significance to the con- 
ttruction of our four modernizations. 


ile ftundamental principles of our party and state, including the construction 
principle, are already set; now the most important thing is to get a close 
hindle on implementation. Without earnestly getting a hold on organization 
ind implementation, without strengthening our inspection and supervision, 
without overcoming the practice of wrangling, and without improving our work 
etficiency, the results of our implementation would not be conspicuous or 
would even be long delayed, and people's feelings would become downcast and 
dissipated. If the results of our implementation multiply by months and by 
days, then, with the passage of time, they shall change from small to big, 
people would then Lave even greater confidence in the future and their enthu- 
iasm would also become further and further inflated. This way, the continued 
healthy development of our economic construction and the great cause of 
reviving China are bound to become even more hopeful. 


mort 
ra 
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FINANCE AND BANKING 


TAXATION HELD SUPERIOR TO PROFIT DELIVERY 
Shanghai WEN HUI BAO in Chinese 25 May 83 p l 


/Report : "Substitution of Tax Payment for Profit Delivery is Superior to 
Profit Retention"/ 


/Text/ The 97 pilot enterprises that have implemented the substitution of tax 
payment for profit delivery in this municipality have already obtained very good 
economic results. Compared to the preceding year, in 1982, production increased 
7.8 percent, realizing a 14.1 percent increase in profit and 10.5 percent increase 
in the state financial revenue. With the increase in profit, they have realized 
the principle of the state getting a big share, the enterprise getting a medium 
share and the individual getting a small share in distribution. 


This municipality is one of the earlier regions in launching the pilot project 
of substituting tax payment for profit delivery. Since the beginning of 1980, 
97 industrial and communications enterprises have launched pilot projects in 
separate groups and categories. Among them, 45 were large and medium state- 
owned industrial enterprises that were directly under the jurisdiction of the 
municipality, including primarily the factories under the Municipal Light 
Industry Machinery Co, the Shanghai Pengpu Machinery Plant and the Shanghai 
Diesel Engine Plant. There were also 52 enterprises that were under the juris- 
diction of 10 suburban counties. In accordance with the method of the pilot 
project, the relationship of distribution between the state and the enterprise 
was fixed. The enterprise would shoulder the economic responsibility toward the 
state, and the state would render corresponding economic results to the enter- 
prise. If the enterprise does well in production and business, then it will 
obtain more profit. If not, then its profit will be reduced. There would be 
no eating out of the "same big pot" and no “guarantee for stable yields despite 
drought or excessive rain." 


Since launching the pilot project, we have accumulated beneficial experiences 
for launching the substitution of tax payment for profit delivery on an all- 
round scale in this municipality. The general opinion was that substitution of 
tax payment for profit delivery is the orientation for the reform of the organi- 
zation of the economic system and has four points that are superior to the 
implementation of the method of profit retention. 
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The first is to use the lever of taxation to encourage enterprises to raise 

their economic results. In accordance with the regulations of the method of the 
pilot project, the enterprise can obtain varying degrees of profit from increasing 
production, lowering cost and saving capital. This will direct!y push the enter- 
prise to work hard to improve business management and raise economic results. 
Since trial implementation of the substitution of tax payment for profit delivery, 
the Municipal Light Industry Machinery Co has increased its varieties by some 

160 kinds, scored a progressive increase in output value of 4.4 percent, scored 

a progressive increase in profit of 9.6 percent, lowered its cost year by year, 
and accelerated its capital turnover. 


The second is that the enterprise uses its own financial strength to speed up 
technological transformation and replacement of facilities. Most of the factories 
under the Municipal Light Industry Machinery Co have old facilities and crowded 
factory and workshop space. Im the last 3 years, they took some 17 million yuan 
from the production development fund and, in order of importance and urgency, 
made an all-round consideration of the technological transformation of the 
trades. Through organizing cooperation among the trades, they filled the gaps 
in facilities, developed new product varieties and met the demands of economic 
readjustment. The shipping companies of Qingpu, Shanghai and Jiading counties 
made use of the production development fund which they had accumulated in 2 
years to replace over 50 iron barges and raised transportation capacity. 


The third is to encourage the enterprises to make up deficits and increase 
surpluses in accordance with the demand of assuming sole responsibility for its 
profits or losses. Among the pilot enterprises, a few were formerly enterprises 
that were suffering losses, such as the Chongming Chemical Industrial Plant, 
which suffered a loss of 330,000 yuan in 1980 that was supplemented by the 
state. Since assuming its own responsibility, the enterprise actively adopted 
such measures as changing over to the production of saleable products and 
strengthening business management. In 1982, it realized a profit of 28,000 
yuan, and removed the label of suffering long-term losses. 


The fourth is to gradually improve the material livelihood of the staff members 
and workers on the basis of developing production and raising economic results. 
The pilot enterprises have allocated one-third of the profit retained after 
taxation for a welfare fund for staff members and workers, and used it to build 
welfare facilities such as housing, canteens, bathhouses, nurseries and clinics 
for staff members and workers. 


9335 
CSO: 4006/605 


50 





FINANCE AND BANKING 


LU DONG ON SUBSTITUTING TAX PAYMENT FOR PROFIT DELIVERY 
Beijing JINGJI RIBAO in Chinese 31 May 83 p l 


/Article by Lu Dong /0712 2639/: "We must Grasp Firmly and Properly the Work 
of Substituting Tax Payment for Profit Delivery"/ 


/Text/ The State Council decided to implement the substitution of tax payment 
for profit delivery in state-owned enterprises as of 1 January this year. The 
work of levying taxes will begin as of 1 June. This is a major reform that has 
been fixed after full deliberation and several years of pilot projects, and is 
a major event in economic work throughout the county. Since its publication, 
the method of implementing on a trial basis the substitution of tax payment 

for profit delivery which was approved by the State Council has been warmly 
supported by the various concerned parties. At present, the various regions and 
departments are organizing implementation in light of their own situation and 
in accordance with the plan of the Ministry of Finance that is approved by the 
State Council. In order to handle this major event properly, we feel that: 


First, our attitude must be resolute. We must fully understand that implementing 
the substitution of tax payment for profit delivery is in accordance with the 
orientation of reform, is favorable to enhancing the reform of the entire system 
of economic management, and is necessary for consolidating and developing the 
present excellent situation. Through several years of trials, we have proved 

the superiority of the substitution of tax payment for profit delivery over 
other methods in handling the relationship in distribution between the state and 
the enterprise. It has great significance as regards further expanding the 
enterprise's autonomy, encouraging the enterprise to perfect the system of 
economic and business responsibility, and gradually changing the state of eating 
out of the “same big pot" toward using more effectively taxation as an economic 
lever to encourage the advanced, urge on the backward and promote the development 
of the economy, and as regards guaranteeing the steady increase of the state 
financial revenue and further strengthening financial management and financial 
supervision. Now, comrades of many regions, departments and enterprises have 
also realized this and have felt that it is better to change sooner than later. 
This is extremely correct. Of course, the actual situation of the various trades 
and undertakings and various enterprises is very complex, and the implementation 
of the substitution of tax payment for profit delivery requires a process of 
shifting one's path and adaptation. However, change is the overall situation at 
present. We must resolutely implement it and not hesitate. Having a resolute 
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attitude means: First, that most enterprises must implement the substitution 

of tax payment for profit delivery on schedule in accordance with the requirement 
of the "method of trial implementation." Second, a few large-scale enterprises 
which meet criteria approved by the state, and certain enterprises which are 
suffering losses as well as enterprises which have a small profit margin are 
allowed to continue to implement the method of contracting. The rest of the 
present enterprises which are implementing the contracting system before taxation 
should make changes in accordance with the unified method of substituting tax 
payment for profit delivery for the entire country. 


Second, we must make sure that the state gets a big share, the enterprise gets 

4 medium share and the individual gets a small share. Only in this way is it 
convenient for the state to concentrate its financial strength and guarantee 

the needs of key construction. To attain the above-mentioned purpose, considering 
present situation nationwide, the level of profit retention of the enterprise 
should basically retain its present level. However, we must make appropriate 
adjustment of profit retention levels which are either too high or are unreason- 
able. Toward the few units where adjustments have to be made because profit 
retention levels are either too high or unreasonable, we must conscientiously 

do a good job of propaganda and education so that we will not affect their 
enthusiasm. 


Third, the enterprise must take the substitution of tax payment for profit 
delivery as the mechanism to conscientiously improve business management, raise 
economic results and render more contributions to the state. The state-owned 
enterprises are the pillars of our country's national economy. About 90 percent 
of the state financial revenue comes from the state-owned enterprises. Whether 
the business management of the state-owned enterprises is good or poor and 
whether its economic results are high or low have a decisive significance in 
strengthening the country’s financial strength, accelerating socialist construc- 
tion and improving the people's standard of living. All the reforms that we 
launch ultimately are for the purpose of changing the parts and links in the 
relations of production that do not correspond with the productive forces, of 
overcoming the various shortcomings that exist in the various concrete systems 
of management, of giving full play to the superiority of the socialist system, 
ind of pushing the enterprise forward in developing production and technology, 
improving business management and raising economic results. In implementing 

the substitution of tax payment for profit delivery, we have ascertained the 
relationship in distribution between the state and the enter,cise in the form 

of taxation, and have enabled the enterprise to have a clear economic respon- 
sibility. The enterprise shoulders the duty of paying tax lawfully to the state. 
The profit retained after taxation will be budgeted by the enterprise itself. 
lhis has better realized the autonomy of the enterprise, brought together more 
closely the factor: of responsibility, authority and interest, and enabled the 
enterprise to have an inherent mechanism for development. At the same time, 
cause taxation is levied by the state in a compulsory manner, the tax rate 
must not be readjusted arbitrarily. Whether the business of an enterprise is 
sood or poor, tax will be levied according to the regulation. The enterprise 
must shoulder the risk that is brought about by poor business management. This 
mans that the enterprise also have pressure from without. Along with the 
m*chanism and the pressure, comes the vigor of the enterprise. This can fully 











mobilize the enthusiasm and creativity of the enterprise in developing production 
and improving business management. However, these “three forces” do not play 
their roles spontaneously. Rather, we must undertake a series of organizational 
tasks, carry out enterprise rectification properly, establish and perfect the 
rules and regulations, perfect the system of economic responsibility inside the 
enterprise and correctly integrate the microeconomic management of the enter- 
prise with the macroeconomic policy decisions of the state before we can give 
play to the role of the "three forces" as a propelling force. Thus, in the 

work of implementing the substitution of tax payment for profit delivery, the 
enterprise must not simply concentrate its attention on whether the tax rate 

and the proportion of profit retention are high or low or on whether it can 
preserve its vested interest. It must concentrate all the more on how to 
improve business management, strengthen organization in production, advancement 
in technology, tapping of inherent potential and raising of economic results, 
and on how to perform its own economic responsibility better and render greater 
contributions to the state. Because the law guarantees the tax rate and propor- 
tion of profit retention, when the enterprise's profit increases, its interest 
also floats and the enterprise's development and the improvement in the welfare 
of the staff members and workers are also guaranteed. If we only look to others 
and stretch our hands forth to the higher level, and only seek to take the 


tute's revenue, then we have violated the purpose of the state's implementation 
of the substitution of tax payment for profit delivery. 
hourthly, the various provinces, municipalities, autonomous regions and the 


vurious concerned departments of the State Council must strengthen leadership 
over the work of substituting tax payment for profit delivery. The substitution 
of tax payment for profit delivery is an important link in the chain of reform 
of the entire system of organization. It is tantamount to policy and involves 

4a broad area of activity. The issues are complex. Not only must the financial 
and tax departments go all out, the government at various levels must strengthen 
leadership and the economic departments in charge at various levels must cooperate 
tully in this regard. We must vigorously support the work of the financial and 
Lux personnel and, in accordance with the unified policies and unified steps, 
vigorously launch the propaganda on the substitution of tax payment for profit 
delivery so as to guarantee the smooth launching of the work of substituting 
tax payment for profit delivery. 
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WANG BINGQIAN ON SUBSTITUTION OF TAX PAYMENT FOR PROFIT DELIVERY 
Beijing CALZHENG [FINANCE£7 in Chinese No 5, 8 May 83 pp 1-3 


(Article by Wang Bingqian: "We must Carry out Properly the Work of Sub- 
stituting Tax Payment for Profit Delivery%/ 


[Text] The implementation of the substitution of tax payment for profit 
delivery in the state-owned enterprise is a major reform in the economic 
system of management and is an important policy decision of the party Cen- 
tral Committee and the State Council. The implementation of the substitution 
of tax payment for profit delivery in the state-owned enterprises is stipu- 
lated after four years of tests conducted at selected points and on the basis 
of having carried out full deliberations. The leading comrades of the State 
Council have all issued clear directives as to the orientation, policies, 
principles and steps of substituting tax payment for profit delivery. Now, 
more and more people have understood that the orientation is correct, that 
the time is ripe for the implementation of the substitution of the tax pay- 
ment for profit delivery and that it is imperative to do so. Recently, the 
State Council stipulated that, as of 1 June this year, the state-owned enter- 
prises will implement the substitution of tax payment for profit delivery on 
an all-round scale. This is a major event in the present financial and 
economic work. We must not only have a sense of urgency toward accelerating 
the pace of substituting tax payment for profit delivery, but must have a 
high sense of responsibility for carrying out properly the work of substi- 
tuting tax payment for profit delivery, sieze the opportune time to make 

all kinds of preparations properly, resolutely launch in an orderly manner the 
reform of the substitution of tax payment for profit delivery in accordance 
with the unified planning, create a new state in financial work and create the 
condition for striving for the basic turn for the better of the country's 
financial and economic situation. 


(I) 


We have conducted reform in the economic system of management in the last few 
years. In the relationship between the state and the enterprise, we wanted 

to basically solve the problem of "eating out of the same big pot,” and also 
step by step shatter the obstacles between regions and departments, enable the 
enterprise to have responsibility, authority and interest, develop production 
in accordance with the objective laws of economic development and raise 


54 











economic results, so as to be able to truly award the advanced and urge on the 


backward. The present profit retention and other methods of profit contracting 


lave played obvious roles in expanding the autonomy of the enterprise, 
mobilizing the enthusiasm of the enterprise, enlivening the economy and 
developing production. But because the base figures only change once every 
few years, the proportion of profit retention and the volume of contracting 
turned over to the higher level also change once every few years, and the 
relationship between the state and the enterprise in distribution still cannot 
be stabilized. In changing profit delivery to levying of income taxes on the 
State-owned enterprises, we have found a correct approach to solving the 
relationship in distribution between the state and the enterprise that is in 
accordance with the demand of the reform of the economic system of organiza- 
tion. The latter is superior to other methods of improvement, and plays an 
important role in encouraging the enterprise to strengthen its system of 
responsibility in management, raise economic results and overcome the short- 


coming of “eating out of the same big pot"; in guaranteeing the steady increase 


in the state financial revenue and taking into consideration the interests 

vl the state, the enterprise and the masses of staff members and workers; in 
coordinating with other economic reforms, shattering the boundaries between 
departments and regions, readjusting the enterprise structure and rationally 
organizing production; and in making use of taxation as a lever to regularize 
production, regularize profit, encourage the advanced and urge on the back- 
wird, and so forth. Even though at present we are only taking the first 

step in substituting tax payment for profit delivery and temporarily must 
till retain both taxation and profit delivery, yet the ratio of taxation 
will increase enormously. From now on, with the launching of the substitution 
of tax payment for profit delivery, its role will inevitably become more and 
more obvious. 


In talkiny about the principle of the economic reform, the leading comrades 

ot the party Central Committee once said that we must manage both ends: One 
end is to enliven the economy; the other end is to let the state get a big 
share, the enterprise get a medium share and the individual get a small 
share. In implementing the substitution of tax payment for profit delivery, 
we must implement this principle and pay attention to preventing a dispersion 
of financial strength. The state getting a big share means that the state 
will get a big share in the newly increased income (including profit and 
income tax) of the enterprise each year. This is not as what some comrades 
understood to mean calculating a big share for the state from the income that 
i. oriyinally turned over to the state plus the newly increased income of the 
enterprise. This is because the portion of income which the enterprise has 
orivinally turned over to the state has already formed the base figures for 
all items of financial expenditure and cannot be redistributed. The only 
portion that can be redistributed is that portion of the newly increased 
income. If we do not understand and handle the issue in this manner, then we 
will not be able to concentrate our funds financially and guarantee the needs 
in the country's focal constructions. In terms of the enterprise's business 
management, we must handle properly the relationship between responsibility, 
authority and interest. We must not only give the enterprises "vigor" and 
enable them to feel great enthusiasm, we must also impose "pressure” on the 
enterprise and enable it to realize that it cannot survive without working 
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hard. in this way, we will spur the enterprise forward in working hard to 
improve business management, develop production and raise economic results. 


(II) 


In order to promote the smooth launching of the work of substituting tax 
payment for profit delivery, implement the policies and measures in regard 

to the substitution of tax payment for profit delivery and satisfactorily 
realize the task of substituting tax payment for profit delivery, I feel that 
we must handle properly the following problems: 


I. The problem of the level of profit retention of an enterprise. Some com- 
rades asked: In implementing the substitution of tax payment for profit 
delivery this time, should the level of profit retention of an enterprise 
basically maintain its present condition or should it increase or decrease? 

in terms of the entire country, we will basically maintain the present level 
of profit retention in the enterprise and do not have any plan to squeeze a 
bit more out of the enterprises through substituting tax payment for profit 
delivery. But we also cannot give up a bit more to the enterprises in sub- 
stituting tax payment for profit delivery. In the last several years, through 
implementing enterprise funds and all kinds of methods of profit retention, 

we have already transferred a considerable portion of the financial revenue 
over to the enterprise to be retained for use by it and the level of profit 
retention of the enterprise is raised year by year. In light of the present 
financial situation of the state, the general level of profit retention of the 
cnterprise cannot be raised any further. If the enterprise wants to obtain 
more benefits, it must rely on increasing production and increasing income, 
raising, economic results and getting the "medium share" therein. In this 
respect, there is great potential and there are bright prospects. What I said 
above about basically maintaining the present level of profit retention of the 
enterprise throughout the country means that we will settle the accounts of 
the entire country and basically maintain the level stipulated at the end of 
last year at the national planning conference. Specifically in regard to each 
trade and enterprise, most of the enterprises will be able to maintain 

the original reasonable level of profit retention. A few enterprises that 
have a level of profit retention that is too high or is unreasonable will 

have to lower its level a bit appropriately. As regards those that were 
originally implementing the method of enterprise funds, in appraising and 
deciding on the level of profit retention, we can also appropriately increase 
a bit of fund for the trial manufacture of new products. In this way, we 

not only can protect the legal and proper interests of the enterprise, but 

can also prevent a new dispersion of funds in the substitution of tax payments 
tor profit delivery. 


ll. The problem of calculating the base figures for the various methods of 
delivering profit to the higher level adopted by the enterprise after taxa- 
tion. the calculation of the base figures tor the various methods of deliver- 
ing, profit to the higher level adopted by the enterprise after taxation should 
take the final accounts of 1982 as the base figures. But we must deal with 
the situations in different ways, look ahead and behind and make decision 
accordingly. On the problem of determining the base figures, we must realize 
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the principle of encouraging the advanced and urging on the backward, and 

must not apply a policy of benevolence and must not be too mild toward the 
backward enterprises. Furthermore, the few enterprises that will postpone 

the implementation of the substitution of tax payment fur profit delivery 

will in principle also take the base figure of 1982. Otherwise, the enter- 
prise will retain too much profit and an unbalanced state of weal and woe will 
be tormed among the enterprises, which will also be unfavorable to guarantee- 
ing the steady increase of the state financial revenue. 


III. The problem of loan repayment by the enterprise. The loans for tech- 
nol: sical measures and capital construction made by the enterprise must be 
repaid before taxation. This means that it will make repayment with the 
newly increased profit after the loan projects have plunged into production. 
We must not take from the original profit of the enterprise. In the last 

few years, the enterprises have used bank loans to handle many matters. This 
has been beneficial to enlivening the economy and developing production. 

(Ihe question now is, the amount of loans is becoming bigger and bigger and we 
should adopt measures to control that. For instance, the state must fix an 
appropriate loan amount each year and include it in the national economic 
plan, and this amount must not be exceeded arbitrarily. When the bank applies 
for a loan with the bank, it must have a definite proportion of capital on 
its own to be used in the loan project. The state and the enterprise will 
shoulder the repayment of loans together and they will share the increased 
profit toc. As regards the period of loan repayment for medium and short-term 
installation loans, and as regards the interest rate for loan projects which 
we want to encourage to develop and which we want to control from developing, 
we must carry out study further. When the enterprise repays a loan, the 
financial department must take part in examination in order to prevent im- 
proper ways of practicing fraud and undermining the capital of the state 
revenue, The enterprise and bank should shoulder together the risks of loans 
lor projects that do not have economic results and so on and so forth. 


iV. the problem of the five funds in the profit retention of the enterprise. 
lhe tive funds refer to the fund for the trial manufacture of new products, 

the fund for production development, the reserve fund, the welfare fund for 
staff members and workers (refers to the portion that is outside the stipulated 
cost) and the awards fund, Because the situations are different among the 
districts, trades and enterprises, it is difficult to fix a concrete proportion. 
We can consider fixing a principle: The proportion of the first three types 

of fund should not be lower than 60 percent and the proportion of the last two 
types of fund should not be higher than 40 percent. The provinces, municipali- 
ties and autonomous regions can make their own decisions in accordance with 

the actual situation. 


V. The problem of implementing the substitut!on of tax payment for profit 
delivery in the nationality autonomous regions, the grain enterprises and 

the county-run enterprises. In implementing the substitution of tax payments 
for profit delivery, the nationality autonomous regions in principle should 
execute the work in accordance with the unified method of the state. But the 
specific method of work must be in line with local conditions and the autono- 
mous region people's government can make some flexible regulations accordingly. 
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the allowance which the state made for the nationality trading companies 
will be retained in the implementation of che substitution of tax payment 
for profit delivery. 


The entire trade of grain enterprises is suffering losses. The situation is 
special. These enterprises do not have to implement the substitution of 

tax payment for profit delivery for the time being. However, toward those 
units that carry out negotiated procurement and sales of grain and oil bearing 
products, the profit from the negotiated procurement and sales should be 
accounted for independently and used to replace the losses in grain. It 
should not be left for budgeting by the enterprises themselves. 


Presently, we are implementing the method of having the county's finance and 
the state split the profit and share the burden of the profit and losses of 
the county-run enterprises. After implementing the substitution of tax pay- 
ment tor profit delivery, this method will be inappropriate. From now on, 

we should differentiate the large from the small county-run enterprises, and 
separately levy 55 percent of their income tax or 8th level above quota 
progressive tax. The taxation will affect a portion of benefit which origin- 
ally belonged to the county's finance. We can solve this problem through other 
means in order to protect its enthusiasm 


Vi. The problem of how to handle those enterprises that have already imple- 
mented the various contracting methods and the contracting system or have 
already implemented the substitution of tax payment for profit delivery. Be- 
tore the dispatch of the draft of the method of trial implementing the sub- 
stitution of tax payment for profit delivery, some places have already carried 
out profit contracting on their commercial enterprises. Some large-scale 

and medium-sized enterprises have already carried out contracting for profit 
on a progressively increased basis in accordance with the method of the 
Capital Steel Company. Some localities have fixed their own methods in imple- 
menting the substitution of tax payment for profit delivery or other forms of 
contracting on some enterprises. These enterprises have all been approved of 
separately by the provincial, municipal and county governments. Some have 
been fixed for 1 year and others for 3. After implementing the substitution 
of tax payment for profit delivery, we must handle these enterprises separately 
according to several different situations. The majority of them will make 
changes in accordance with the unified method of substituting tax payment 

for profit delivery. A few that have difficulties can postpone making changes 
till next year. This is primarily for the sake of taking the actual situa- 
tions into consideration, linking up properly the various contracting systems 
with the implementation of the substitution of tax payment for protit delivery 
and converting one to the other properly, and guaranteeing that the work of sub- 
stituting tax pay: ent for profit delivery will be launched more smoothly. 


(III) 


The work of changing from profit delivery to the higher level to levying of 
income tax in the state-owned enterprises is a complex one. It involves a 
broad area of activity and is tantamount to policy. Its tasks are arduous 
and the time is pressing. The party committees and government at various 
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levels must strengthen leadership and support and the various economic 
departments must carry “t close coordination with one another. We propose 
that the provinces, municipalities and autonomous regions have a responsible 
comrade who will be in charge of this work directly, solve important problems 
that are encountered in the execution of this work without delay and guaran- 
tee the smooth launching of the work of substituting tax payment for 

protit delivery. The financial (financial affairs) and tax departments 

at various levels must take the work of implementing the substitution of tax 
payment for profit delivery in the state-owned enterprises as a major event. 
They must release a batch of core force to form special groups in handling 
the substitution of tax payment for profit delivery. They must join the 
concerned departments in carrying out investigation and estimation, propose 
specific programs for implementation and push the work ahead. They must have 
a good grasp of the trend of movement of the substitution of tax payment for 
profit delivery, solve the existing problems, and also frequently report the 
situation to the leadership and listen to the latter's directives. After the 
implementation of the substitution of tax payment for profit delivery, the 
enterprise financial work and the tax work of the financial departments will 
become even more strenuous and the work load will increase enormously. Many 
new situations and new problems will arise. [he quantity and quality of cadres 
will not meet the needs of the work. It is extremely necessary to perfect 

the organs, consolidate our forces and train cadres. The financial and 

tax organs that are already separately set up now must not be merged and 

the personnel must not be reduced. 


Atter the implementation of the substitution of tax payment for protit deli- 
very, the tinancial departments and the tax departments will become closer 

in their work relationship. In order to meet the needs of the new 

situation, the financial departments and the tax departments generally must 
have a division of labor and at the same time must support each other and 
cooperate tully in their work with the enterprises. After the implementation 
of the substitution of tax payment .or profit delivery, the income tax of the 
concerned state-owned enterprises will be handled by the tax departments. 

The tinancial departments will handle the profit after taxation, including 

the regulatory taxes. In the daily work of levying taxes, if the enterprise 
has questions concerning tax payment and if they have different opinions 
regarding such, they should first pay their taxes according to the regulations 
of the tax law and try their best to carry out consultation in order to 

solve the questions of dispute on the spot. That which cannot be solved can 
be reported to the first level tax bureau for reconsideration. If there is 
still objection, report can be made to the provincial, municipal and autono- 
mous region financial department (bureau) for ruling. The financial personnel 
stationed at the factory and the special tax personnel must carry out close 
coordination in work, learn from each other, handle matters in accordance 

with the tinancial and accounting system under the unified stipulation by the 
state, and solve problems through consultation. It should be pointed out that, 
after the implementation of the substitution of tax payment for profit 
delivery, the enterprise's financial tasks have not become lighter. From now 
on, besides emphasizing the profit after taxation, the enterprise must make 
big effort in rectifying the enterprise financial atfairs, further perfect the 
{financial and accounting system, strengthen the management over the cost 











capital and work hard to raise economic results. The criteria for work 

have become higher. As regards taxation work, after the substitution of 

tax payment for profit delivery, besides emphasizing the levying and manage- 
ment of taxes, we must become involved in the enterprise's cost accounting, 
familiarize ourselves with financial management and study the activities of 
production and business in an enterprise. The content of work has become 
richer and the burden has become heavier. In short, both aspects of work 
require development in scope and in depth. We must all proceed from the 
situation as a whole, boldly shoulder our heavy burden and render still 
greater contributions to the four modernizations. 


At present, the economic situation throughout the country is very tine. 

Atter several years of readjustment, the industrial and agricultural 
production has developed relatively fast. The pace of reform in the 

economic system of organization is being stepped up. The financial and tax 
departments in various places must emphasize the substitution of tax payment 
for profit delivery on the one hand and emphasize the organization of revenue 
on the other. They must make overall plans and take all factors into consider- 
ition, and work hard to realize the financial revenue task for this year and 
to strive tor the basic turn of the better in our financial and economic 
condition. 
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CONCENTRATE FUNDS TO ENSURE KEY CONSTRUCTION PROJECTS 
Beijing GUANGMING RIBAO in Chinese 29 May 83 p 3 


[Article by Tao Zengji {7118 1073 75357: “Appropriately Concentrate Funds 
to Ensure Key Construction Projects] 


[Text] The question of controlling the scale of investment in capital con- 
struction is a major event in the economic life in our country in recent 


years. in 1980, the party Central Committee decided to further readjust the 
economy and realize the "two equilibriums and one stability.” The invest- 
ent in capital construction for 1981 was cut by 11.5 billion yuan compared 
t the preceding year. the scale of construction was beginning to be 


brought under control. This led to a swift improvement in the entire 
economic situation. However, the scale of investment in capital construc- 
tion for 1982 again inflated, with an increase of 11.2 billion yuan over its 
preceding year and surpassing the investment amount for 1980, which was the 
peak year in history. 


There is a distinct difference between the inflation in the scale of invest- 
ment in capital construction in 1982 and the inflation on all previous occa- 
sions (such as 1958, 1970 and 1978), and that is, in the past, the inflation 
investment was due primarily to the launching of several hundreds of large- 
cale projects, while this time, the inflation in investment is due to the 
launching of several tens of thousands of small projects, while the invest- 
‘ot in the key construction projects was not properly ensured. Since this 
yeat, this trend has persisted. Now, energy resources and communications and 
transportation are urgently necessary for economic development. We lack the 
funds for strengthening the key constructions. Furthermore, the small con- 
struction projects in the processing industry that are competing for energy 
resources, transportation power and raw materials with the existing enter- 
prises are in the ascendant. There are many reasons that bring about such a 
situation. One important reason is the dispersion of the use of financial 
strength and material strength. In view of the fulfillment of investment in 
1982, the investment within the budget was only slightly above the plan, while 
the investment ovtside the budget (including self-prepared basic construction 
investment and domestic loan) was greatly inflated. Consequently, the invest- 
ment within the budget of that year only occupied 49.8 percent of the total 
amount of investment in capital construction, while the investment outside the 
budget was more than half of the total amount of investment. The present 
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Jituation in capital construction is that what is outside the plan is 

ques zioy out what is inside the plan, what is outside the budget i 

jueezings out what is within the budget, and the small projects are 
queezing, out the large-scale projects. If we do not change this situation, 
then inevitably we will intensify the imbalance in the development of the 
national economy. 


In light of the above described situation, a task of top priority is to 
appropriately concentrate the country's financial and material strength in 
order to ensure the key construction projects. For this, the 12th party 
congress once made a corresponding decision that the state also would start 
collecting the funds for the key construction projects in energy resources 
and communications. The present problem now is that the whole party and the 
people within the scope of the whole country must further unify ideological 
understanding and adopt concrete measures to implement the party's principles 
and policies. 


We feel that concentrating financial and material strength in order to ensure 
key construction projects is not a temporary makeshift measure but is a 
strategic measure in the development of the national economy. 


First of all, in light of our country's situation, we are a big socialist 
country with a population of 1 billion people, and yet we are also a 
developing country. If we appropriately concentrate our funds, we can make 
4 robe by sewing together the finest fragments of fox fur and formulate an 
impressive tinancial strength. On the contrary, if our funds are too dis- 
persed, then we will not be able to form a "fist" and will not be able to 
accomplish our several tasks. Our socialist society and our system of 
planned economy guarantee our ability to concentrate our strength to be used 
on the necessary aspects. We must not conceal the truth about centralization 
and should give iull play to the greatest superiority of the socialist 
system. 


Secondly, the characteristic of the investment in fixed assets also asks that 
we implement the necessary centralization. The result of the investment in 
industrial fixed assets is the construction of comprehensive production for- 
ces one after another. The establishment and disposition of production forces 
plays a decisive role to what the future enterprise is going to produce, how 
it will carry out production, where and on how large a scale will it carry 
production, and so forth, that is to say, to the proportionate develop- 
ont of the various departments of the national econom’. Thus, under the 
term, of socialism, the investment in fixed assets belongs within the scope 
of the racroeconomic policy decision and macroeconomic control of the state. 
in “Capital,” Mara pointed out more than once that, on the basis of the system 
of public ownership in production in society, the society must ascertain the 
scale by which to launch those undertakings that will, within a relatively 
long period of time, take away labor power and means of production and not 
provide any effective products in order to not harm the departments which, 
within a short period of time, continue to take away products and provide 
products at the same time. Capital construction belongs to such an under- 


taking. 


uit 
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Some comrades are afraid that the centralization of the necessary financial 
and material strength to ensure the key construction projects will mean in- 
tlexible control over the national economy and will affect the enthusiasm 

of the enterprises. We feel that, as long as we handle it properly, such a 
condition will not appear. First of all, only by harmonizing the proportion- 
ate relationship among the vaiious departments of the national economy can w 
bring the entire situation to life. Only by bringing the entire situation 

to life can we truly enliven the microeconomics. Otherwise, if the 

various departments do not develop proportionately, if the energy resources 
and transportation capacity needed by the enterprises are not guaranteed, 

we will not be able to maintain an equilibrium among production, supply and 
sales. Then, even if the microeconomics appears temporarily and superficially 
enlivened, it will eventually lose its vitality. Secondly, to enliven the 
microeconomics, we must primarily emphasize the links of production and 
circulation. That is to say, in terms of the use of the existing productive 
capacity, the enthusiasm of the enterprise is also primarily manifested here- 
in. Under the prerequisite of taking the implementation of the planned 
economy as the key, it is necessary and effective to let the enterprise have 
appropriate autonomy in business management in this respect in order to give 
play to its enthusiasm. However, the expansion of the productive capacities, 
in particular in the building of the new productive capacities, if we let the 
enterprise have too much power, we will encourage blindness in construction. 
For instance, in 1982, in accordance with the needs of readjustment, the 
various localities closed down several thousands small enterprises but at 

the same time built several thousands new enterprises. Among them, many were 
blind and redundant construction projects. Or again for instance, in recent 
vears, the problem of blind selection of locations for producing the "three 
major items" (watches, bicycles and sewing machines) throughout the country 
was extremely prominent. Sichuan Province alone had 86 new and converted 
tactories producing of bicycles and parts. Among them, not one was a factory 
stipulated by the state. Now, besides a few brand name products, the supply 
of products of the various localities has surpassed the demand, and the total 
output is approaching or has surpassed the output in the state plan for 1985. 
A new readjustment on the production of the "three major items" must be 
launched. We can have a little bit of competition among the socialist enter- 
prises. Such a competition must not use the large-scale waste of productive 
torces as a price. Thus, we must implement planned regulation on the estab- 
lishment of productive forces and the investment in fixed assets and bring 
the enthusiasm of the various aspects into the orbit of the state plan. 


\t present, the major path to centralizing financial strength to ensur+ key 
truction projects is to raise the proportion of the state tinancial revenue 
in the national revenue and the proportion oi the state investment in the 


total amount of investment in capital construction. As of 1979, our state 
tinancial revenue dropped for 3 consecutive years and was just beginning to 
rise in 1982. Fundamentally speaking, the reason why the financial revenue 
could not increase alongside the development of the industrial and agricultur- 
al production is because of the low economic results. But another important 
reason is the dispersion of financial strength. Statistics show that in the 26 
years between 1953 and 1978, the average proportion of the financial revenue 











in the national revenue was 34.3 percent, the highest being 37.7 percent in 
1978. After 1979, it dropped year after year, and it was estimated that it 
dropped to below 26 percent in 1982. If we deducted the income from the 
state bonds issued that year, then the proportion was below 25 percent. This 
tigure was obviously too low. In financial revenue, the proportion of the 
financial revenue of the party Central Committee was again even lower. As a 
result, the investment in such key construction projects as energy resources 
and communications and transportation was not guaranteed the way it should be. 
On the other nand, the funds outside the budget have in recent years 

been on the rise by a big margin. Correspondingly, the proportion of the 
State investment in the total amount of investment in capital construction 
dropped year after year. In the 30 years before 1979, the average proportion 
was above 80 percent. In 1980, it dropped tu 52 percent. In 1981, it was 
48.5 percent. Calculated from the same specifications, in 1982, it was 

below 40 percent. While the proportion of the state investment dropped, the 
proportion of the investment outside the budget rose. This not only caused 

a lack of guarantee for the funds for key construction projects but at the 
same time made the control over the scale of investment difficult. For this 
reason, we must step by step raise the proportion of the state financial 
revenue in the national revenue, enable it to rise step by step from 25 to 26 
percent to 28 to 30 percent. At the same time, we must correspondingly 

raise the proportion of the financial revenue of the party Central Committee 
in the state financial revenue and the proportion of the state investment 

in the total amount of investment in capital construction. We must control 
the scale of funds outside the budget and strengthen management over it. In 


the next few years, in the course of promoting the substitution of tax pay- 
ment for profit delivery, we must stabilize the level of profit retention of 
the enterprises. We must guide the use of the funds outside the budget 

with the comprehensive financial plan and must not use the funds to blindly 


expand the scale of construction, 


Not only must we concentrate the funds, but we must also appropriately 
concentrate the materials. How large a scale can capital construction 

be launched and whether or not the key construction projects can be ensured 
ultimately depend on whether or not there are sufficient materials. Present- 
ly, the state only directly controls 60 percent of the steel material, 70 
percent of the large-scale cement /production/. All the small-scale cement 
[production] was controlled locally. The supply of materials was tense and 
the use was scattered. Many places are engaged in negotiated prices for the 
three major materials, and these prices are far above the prices in state 
appropriation. People sell what they buy and artificially raise the engineer- 
ing cost and the scale of investment, and affect the key construction projects. 
We must carry out improvement on the system of organization, enable the 
state to control the necessary materials in order to ensure the needs of the 
key construction projects. The scale of the key construction projects like- 
wise must be restricted by financial and material strength and must be launched 
in order of urgency and capacity and one after another. We must not launch 
them all at once. We must strictly handle matters in accordance with the 
procedure of capital construction, carry out properly the work at the early 
stages and feasibility studies and carry out design and budgetary estimate 
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properly. Design is the basis of engineering works and budgetary estimate 

is the foundation for a correct calculation of the amount of investment. 
Because the design and budgetary estimate are not drawn up in time or 

because their contents are too simplified, oftentimes they are unable to 
provide a correct inventory for the placement of order for equipment and 
materials and they are unable to provide a basis for the calculation of 

the amount oft investment. This is another important reason why there is 

lack of guarantee for the materials for the key construction projects at 
present and why the scale of investment is exceeded time and again. At the 
same time, we must strengthen the supervision over the supply of funds and 
materials and strictly implement the system of making operation reports. 

fhe engineering projects that are not in accordance with the stipulated pro- 
cedures are not allowed to operate. The construction banks and materials 
departments are not allowed to supply funds and materials to these projects. 
We must abolish the replacement of normal and scientific management procedure 
with the signature slip of approval by a leading person, and enhance the 
handling of matters in capital construction in accordance with the stipulated 
procedures. 
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ADVANTAGES OF SUBSTITUTING TAXES FOR PROFITS EXPLAINED 
Nanjing XINHUA RIBAO in Chinese 27 May 83 p 1 


/Report by Yao Guoguang /1202 0948 0342/: "Motive Force from Within, Pressure 
from Without, Improve Management, Increase Production and Increase Income"/ 


/Text/ The 42 small state-owned industrial and commercial enterprises in 
Changzhou and Wuxi in our province that were implementing the substitution of 
tax payment for profit delivery on a trial basis have already demonstrated the 
superiority of the reform. 


Among these 42 enterprises, the longest period of trial implementation of the 
substitution of tax payment for profit delivery was 2 years, and the shortest 
was more than 6 months. Comparing the method of trial implementation to the 
regulation of the State Council this year, although the former was not perfect, 
it still reflected in practice the following common advantages. 


--The situation as regards fulfilling the major economic quotas is better than 
that before the trial implementation of the substitution of tax payment for 
profit delivery and better than that of enterprises which are not involved in 
the pilot project. The six pilot industrial and communications enterprises in 
Wuxi City increased sales income of their products last year by 14.6 percent 
compared to the preceding year and realized a profit increase of 19.7 percent. 
fhe eight pilot industrial and communications enterprises in Changzhou City 
scored about eight percent higher in economic results compared to the counterpart 
enterprises which were not involved in the pilot project. The 21 commercial 
enterprises in this city which implemented the substitution of tax payment for 
protit delivery on a trial basis in the 4th quarter of last year lowered their 
expense rate 4 percent compared to the corresponding period in the preceding 
year; and the volume of sales and profit were higher than the average level 
throughout the city by 11.8 and 33 percent, respectively. 


--They have realized the principle of letting the state get a big share, and 
guaranteed the steady increase of the state financial revenue. The seven 
commerce-run food industrial enterprises in Wuxi increased the income turned 
ove. to the state last year by 17 percent over the preceding year. The eight 
industrial and communications enterprises in Changzhou have implemented the 
substitution of tax payment for profit delivery on a trial basis for 2 years. 
Their income turned over to the state increased progressively at an average of 
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15.3 percent every year, which surpassed the average margin of increase of 

the financial revenue of the entire city. Among these eight units, the Weimin 
sanitary materials factory, the radio special purpose tools factory and the 
vehicular repairs and parts factory originally were some 124,900 yuan short in 
their profit delivery. Since substituting tax payment for profit delivery, thev 
paid up all the debit profit and paid their taxes to the treasury for that same 
year on schedule. 


--After substituting tax payment for profit delivery, the economic system of 
responsibility of the enterprise has been perfected. The cadres and staff 
members and workers are generally concermed about whether business in the 
enterprise is good or poor, and work hard to increase production and increase 
income. Because of not having enough tasks under the plan, the secretary and 
head of the Wuxi farm machinery plant personally led a team to visit consumers 
and tried by every means to open up new production possibilities. They accepted 
all /orders for/ products in small batches, that had many variety specifications, 
that had a low. profit margin and that the other factories were reluctant to 
produce, and delivered the goods according to quality and quantity on schedule. 
The sales of products last year still increased 9.58 percent over the preceding 
year. Among them, 72 percent were income from sales of products outside the 
plan. 


--Profit retention by the enterprise correspondingly increased and a new vigor 

emerged. In the past, the Changzhou radio special purpose tools factory did not 
have sufficient funds and the condition of having backward products and equipment 
could not be improved over a long period of time. Since substituting tax payment 


tor profit delivery, the enterprise worked hard to improve business management 
ind was able to increase production and increase income. Each year, it scored 
1o0,000 yuan of profit, and successively replaced some machine beds, added 


heat-treatment facilities and expanded its scope of service and manufactured 
eight new products on a trial basis. 


--The staff members and workers obtained actual benefit. In the past, the welfare 
fund for the staff members and workers of these enterprises was extremely low 

and they were unable to make ends meet. Now that business management has 

improved and income has increased, the collective welfare of the staff members 

and workers has improved and individual income has increased to varying degrees. 
The Changzhou battery factory, the vehicular repairs and parts factory and other 
units have newly built housing quarters for their staff members and workers. 

Some have even rebuilt their staff canteens, nurseries and such facilities. 
Bonuses have also increased. 
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JIANGSU CONFERENCE ON SUBSTITUTION OF TAXES FOR PROFITS 
Nanjing XINHUA RIBAO in Chinese 22 May 83 p l 


/Report by Yao Guoguang /1202 0948 0342/: “Emphasize the Planning of the Work 
of Substitution of Tax Payment for Profit Delivery in the State-owned 
Enterprises"/ 


/Text/ The provincial conference on the work of substituting tax payment for 
profit delivery asked the various localities to follow the stipulation of the 
document of the State Council on the “method of trial implementing the substitu- 
tion of tax payment for profit delivery in state-owned enterprises," emphasize 
planning and guarantee the all-round taxation of income taxes as of 1 June. 


Comrade Jin Xun, vice governor of the province, attended the conference on the 
9th and spoke. In light of a few questions of understanding that were reflected 
in the various localities, he discussed in great detail the meaning of substitu- 
tion of tax payment for profit delivery. He emphatically pointed out: 
Resolutely follow the stipulation of the document of the State Council and 
conscientiously implement the "method of trial implementing the substitution of 
tax payment for profit delivery in state-owned enterprises" is a major reform in 
handling the relationship in distribution between the state and the enterprise. 
[t will be favorable to encouraging the enterprise to strengthen and perfect its 
system of responsibility in business management and step by step overcome the 
condition of “eating out of the same big pot." It can prevent the phenomenon 

of dispute over base numbers and proportion that exist in the implementation of 
the method of profit retention and contracting for profit and loss. It can 
readjust the structure of the enterprise and reasonably organize production in 
accordance with the demand of the objective economic laws. It can promote the 
harmonious development of the national economy. It can realize the principle 

of the state getting a big share, the enterprise getting a medium share and the 
individual getting a small share, guarantee the steady increase in the state 
financial revenue us well as enable the enterprise to know fairly well that its 
profit retention can steadily increase with increased production and income. 

lhe various localities should take the substitution of tax payment for profit 
delivery as a major event in the economic work at present. 


Vice Governor Jin asked that the people's government and departments in charge 
at various levels have leading cadres who will share the responsibility in 
organizing specialized work groups to grasp firmly and well the work of 
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substituting tax payment for profit delivery. Not only must they study the 
issue, but they must examine and supervise the conscientious implementation of 
the document of the State Council. They must mobilize cadres and staff members 
and workers of an enterprise, organize them in study and guarantee that thev 
handle matters in accordance with the document of the State Council. All the 
State-owned enterprises must be law-abiding units and consciously make tax and 
profit payments. While grasping firmly the present financial revenue, the 
financial and taxation departments must organize an effective work group to 
grasp well the work of substituting tax payment for profit delivery. They must 
handle matters according to the law and must not weaken and yield to some 
unreasonable demands. The financial and taxation departments must all the more 
not deliverately break the law while they are enforcing the law. The various 
localities, departments and enterprises must proceed from the interest of the 
»-ituation as a whole, unify understanding, policies, methods and action, and 
it in unison with the document of the State Council. They must resolutely 
implement what is clearly stipulated by the State Council, the Ministry of 
tinance and the provincial government. If they have opinions, they can reflect 
them to the higher authority, but must not go their own way. They must 
strengthen the management of planning and prices, and must not think that because 
they are carrying out substitution of tax payment for profit delivery, they do 
not need to implement plans or even shift off their responsibility to the masses 


of people. Those who violate the regulations will definitely be handled strictly. 


This conference was convened in Jiangsu from 11 to 19 May. Before and during the 
conference, the provincial government conducted discussion on the work of 
substituting tax payment for profit delivery on two occasions. At the conference 
on sbustituting tax payment for profit delivery, the heads of the various city 
financial bureaus reported and exchanged experiences on the condition of the 
various city people's governments in organizing the study of the document of the 
State Council at the previous stage, reflected some opinions and demands of the 
virious departments and enterprises, and discussed the concerned question of 
policy. Those who attended the conference held that the work of substituting 
tax payment for profit delivery is tantamount to policy and involves a broad 
area of activity. The various localities must take a firm hand in the training 
of financial and taxation and financial and accounting personnel, do well the 
work of calculation, and guarantee accurate and timely implementation. The 
yovermment at various levels and the various departments which have formulated 
their own methods of contracting and have dispatched documents or signed such 
contracts in the previous stage, should now make changes in accordance with the 
method stipulated in the document of the State Council. 
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SUBSTITUTION OF TAX PAYMENT FOR PROFIT DELIVERY DISCUSSED 
Nanjing XINHUA RIBAO in Chinese 22 May 83 p l 


/Editorial: "The Substitution of Tax Payment for Profit Delivery in the 
State-owned Enterprises is a Major Reform"/ 


/Text/ The State Council decided that as of 1 June, the "Trial Substitution of 
Tax Payment for Profit Delivery in the State-owned Enterprises" will be imple- 
mented. This is a major reform. In order to guarantee the smooth launching of 
the work of substituting tax payment for profit delivery, we must strengthen 
leadership, study and comprehend properly the document issued by the State 
Council, and unify understanding, unify policy and unify action. 


Some people will ask: Is the method of substituting tax payment for profit 
delivery a good one or not? Is it necessary? Everyone knows that, in the past, 
the relationship in distribution between the state and the state-owned enter- 
prise was that of state monopoly in income and expenses; the enterprise turned 

the profit it realized over to the state, asked the state tor the necessary 

funds, and let the state make up its losses. In terms of remuneration for the 
enterprise, such a financial system of preparing meals out of the "same big 

pot’ and eating out of the "same big pot" will inevitably result in the following: 
There is no difference between the advanced and the backward, no difference 
between the hardworking and the lazy, and no difference between good production 
and business and poor production and business. The broad masses of cadres and 
misses have long asked that this condition be changed. Substitution of tax 
payment for profit delivery is precisely aimed at solving the problem of preparing 
meals out of the "same big pot" and eating out of the "same big pot." There are 

1 few advantages to implementing the substitution of tax payment for profit 
delivery: First, after the substitution of tax payment for profit delivery, the 
tax rate will be fixed and the relationship in distribution between the enter- 
prise and the state will be fixed. The enterprise which manages its business 
poorly will get less. The hardworking will be rewarded and the lazy will be 
punished. This is favorable to encouraging the enterprise to strengthen and 
perfect the system of responsibility in economic management and overcome the 
condition of "eating out of the same big pot." Second, by levying taxes according 
to the tax laws, we can prevent the phenomenon of disputes over base numbers 


and proportions. Third, it is favorable to coordinating with other economic 
reforms and gradually shatters the boundaries between departments and regions, 
since we can readjust the enterprise structure and reasonably organize production 











in accordance with Che demands of the objective economic laws. Fourth, the 
State can make use of taxation as an economic lever to regulate production and 
distribution and promote the harmonious development of the national economy. 
ratth, we can bring about a situation in which the state gets the big share, the 
enterprise gets the medium share and the individual gets a small share. Not 
only can we enable the state's financial revenue to increase steadily, but we 
can also enable the enterprise to know fairly well that the enterprise's profit 
retention can increase steadily if production and profit increase. That is why 
we say that implementing the substitution of tax payment for profit delivery in 
the state-owned enterprises is the correct solution to the problem of the 
distribution relationship between the state and the enterprise, and is in 
wcordance with the demand for reform of the organization of the economic systen. 
The orientation is correct and the time is ripe, and we must implement it. 


Some people will say, substitution of tax payment for profit delivery imposes 
yreat pressure and risk on the enterprise. Is this or is this not so? In 
implementing a major reform, some enterprises may encounter some difficulties, 
but the reasons are definitely multifaceted. We must conduct concrete analysis 
and solve the problems from different angles. First, the enterprise itself 
should propose a clear orientation for working hard, relying on its own hard 

work to increase income to solve its own difficulties. This is the correct 

path. It should not simply count on the state to squeeze a bit from its income 
to solve the enterprise's difficulties. For several years, in order to stimulate 
the enterprises, the state has adopted such measures as profit retention and 
expansion of the enterprise's autonomy. As a result, the enterprise's financial 
power has been expanded. Now, with the implementation of substitution of tax 
payment for profit delivery, the vested interest of the enterprise, which the 
state formerly stipulated, is protected in principle. What was not stipulated 

by the state, but by the localities themselves will now have to have the necessary 
adjustments made in accordance with the unified regulation of the state, in order 
to implement unified policies and methods. Thus, some changes may take place 
with regard to the vested interests of some trades and units. However, in 
implementing the method of substitution of tax payment for profit delivery, in 
the future, after the enterprise has increased production and income, and has 
improved its business management, its income will certainly be more than before. 
Of course, there will be pressure. Now we are whipping the slow ox. The slower 
one is, the greater pressure one will feel. Those who do not work hard will be 
eliminated in the competition. We should be able to see that in our state-owned 
enterprises, whether in industry, commerce, communications and transportation, 
construction, or food service trade and other trades and undertakings, there is 
yreat potential. As long as we work hard to make our country strong, redouble 


vur efforts, and raise our economic results, we will definitely be able to 
overcome our enterprise's difficulties very swiftly and create a new state. 
Some people will say that there are many matters which the enterprise has to 


handle, such as housing for staff members and workers, wages and welfare allow- 
ances, and awards, and these all require money. What should we do? We should 
practically and realistically explain clearly to the masses that the state's 
financial strength at present cannot solve these problems all at once. Comrade 
Chen Yun said: First, feed the people, and second, build the country. One must 
be aware of this issue, whichever department one works, wherever one works. If 








financial strength is dispersed, the various departments can do something, but 
then the state cannot handle the important matters, key construction projects 
imnot be launched, and there is no hope of realizing our great goals. (miy 
utter state construction is carried out properly will the situation in a locality, 
1 department and an enterprise improve gradually. What the enterprise needs to 
do can only be done step by step in light of its ability. We must explain to 
the staff members at< workers that the improvement of one's 1! velihood and the 
raising of welfare allowances can only be realized alongside the raising of the 
enterprise's economic results. As long as we explain the reasons clearly, the 
staff members will be able to comprehend them. This will also be favorable to 
giving full play to their enthusiasm. In accordance with the regulations of the 
substitution of tax payment for profit delivery, a fundamental principle is 
that the individual gets a small share of the portion of increase of the enter- 
prise’s income. This way, will the risk be great? The so-called risk means 
nothing other than the influence on the economic system and financial system, 
tte intiuence on the relationship between state and local finance, or the rela- 
tionship between the province's finance and the finance of the various localities, 
and the influence on price fluctuations, and so forth. However, the substituion 
of tax payment ior profit delivery does not involve any of these issues. In 
work, as long as we follow the state's regulations and practically and realisti- 
cally settle our accounts clearly, there will not be any risks. Of course, if 
we do not work hard, do not go all out to make our country strong and do not 
want to change backward conditions, then the enterprise itself will be in danger. 


Still some people will ask: Can we engage in profit contracting? With regard 
tu this issue, the leading comrades of the State Council clearly pointed out 
that to solve the problem in the relationship in distribution between the state 


ind enterprises under ownership by the whole people, we cannot copy the contracting 
ethed otf the rural areas. Everyone knows that the reform of the urban state- 
wied enterprises is more complex than that of the rural areas. “Contracting” 


cannot take the place of the reform of the organization of the economic system. 
Also, if we all use the method of “contracting,” it will be very difficult to 
make accurate and reasonable regulations regarding all those objective factors 
which are difficult to solve immediately (such as whether or not the geographical 
location of the enterprise is good, whether the facilities are advanced or 
backward, the condition of supply and demand on the market, the price policies 
tormulated by the state and the product structure of the enterprise, and so 
forth), as well as regarding the base number and proportion of contracting. The 
reasons are very clear. If we make use of the method of profit contracting under 
such conditions, we not only cannot properly realize the principle of distribution 
iccording to work and overcome the drawbacks of eating out of the “same big pot” 
ind egalitarianism, but will further intensify the unreasonable character and 

tle unbalanced weal and woe in distribution. We will not be able to truly 
realize the principle of equal reward for equal labor and of awarding the hard- 
working and punishing lazy. The actual result will be that even when we take a 


‘rt ion out of the state's income, we cannot attain the purpose of mobilizing 
tie enttioe.fasm of the enterprise and the staff members and workers. Or, if we 
ive mobilized them temporarily, we will bring about many problems. Or, if some 


people obtained too much benefit without much effort, this will cause the 
dissatisfaction of mure people. Thus, the state-owned enterprise cannot adopt 
the method of profi. contracting in a sweeping manner. The reform of the 
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rganization of the economic system not only must take into consideration the 
results of the enterprise itself but also the results of the entire society 
and the results of the state. The method of substitution of tax payment for 
protit delivery embodies just such a basic characteristic. Thus, we must 
resolutely handle matters in accordance with the decision of the State Council 
regarding the substitution of tax payment for profit delivery. 
The implementation of substitution of tax payment for profit delivery is tanta- 
mount to policy and involves a broad area of activity. It is a complex and 
meticulous task. The people's government at various levels must strengthen 
leadership and emphasize planning. We must make use of a variety of forms to 
dv a good job of the propaganda work on the substitution of tax payment for 
profit delivery, so that the broad rasses of cadres and staff members and workers 
will know about it. In the process of trial implementation, we must strengthen 
utrol over planning and price management. The enterprise must not violate 
the state plan and must not arbitrarily change prices. In emphasizing the 
present tinancial revenue, the financial and tax departments must organize an 
ective work group to cooperate and coordinate with the departments in charge 
inside the enterprise and solve various kinds of problems without delay, so as 
to guarantee that an all-round collection of the income tax of the state-owned 
enterprises will begin on 1 June, and guarantee that this major reform will be 
accomplished smoothly. 
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ACHIEVEMENTS IN TAX WORK 
Beijing JINGJI RIBAO in Chinese 11 Jun 83 p 2 


[Article by Sui Zong [7151 1350]: “Achievements in Tax Work of the Last Four 
Years"] 


[Text] During the last four years tax work has conscientiously implemented 
the party line as well as the party's long- and short-term policies, achiev- 
ing the following gratifying results: 


(1) On the basis of [retaining the rate of] industrial and agricultural 
production development, tax revenues have maintained continuous and steady 
growth. In the last four years the combined revenue from industrial and com 
mercial taxes totals 211.2 billion yuan, an average annual increase of 7.41 
percent. In terms of an absolute amount, this means an annual average in 
increase of more than 3.7 billion yuan. (f these revenues, those from 
industrial enterprises increased on an annuai average of 6.65 percent, those 
from cuwmercial, communications and transportation, and service enterprises 
increased on an annual average of 8.6 percent, and those from payments made 
at the stages of procurement of agricultural products increased on an annual 
average of 18.2 percent. At present, the proportion of revenues from 
industrial and commercial taxes to total state revenue is increasing 
annually. In 1979, industrial and commercial tax revenues made up 42.9 
percent of the total state revenue; by 1982 this rose to 55.4 percent. Thanks 
to successive annual increases in industrial and commercial tax revenues, 
these revenues have come to play an important role in ensuring the funds tor 
construction of state key projects, in maintaining the development of indus- 
trial and agricultural production, in progressively improving the people's 
livelihood, anc in balancing revenues and expenditures. 


(2) Readjustment of tax policy has brought the function of taxation as an 
economic lever inco full play. In the course of readjusting the naticnal 
economy, there have occurred great changes in economic conditions as well as 

a wide range of differences in the levels of profit among goods. The rate of 
profit on some goods has risen over 50 percent, while the rate on others has 
only been 3-4 percent. In the latter cases, it is easy to incur losses 
without efficient management. The adjustment of prices is an important 
measure for adjusting the levels of profit among goods, but price adjustment 
especially the adjustment of retail prices, involves a broad range of effects, 
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and it will be easy to cause fluctuations in commodity prices. Under these 
conditions, it is necessary to make use of taxation as an economic lever, and 
sdupt a method of adjusting tax rates upward or downward to regulate the 
profit levels of goods so as to solve the problem of differences among levels 
on enterprise profit and the problem of the uneven distribution of joy and 
hardship. In the last four years we have adopted a great many policies and 
measures in this respect, With regard to goods in short supply that involve 
4a relatively low level of profit--such as matches, soap, clothes detergent, 
plimsolls, condensed milk, milk powder, as well as construction materials in 
great demand such as cement and glass--the tax rates have been successively 
adjusted downward. This has played a positive role in promoting the stepping 
up of production of these goods in short supply and in satisfying the needs 
of the people’s livelihood. 


(3) The retorm of the tax system has achieved positive results. The substi- 
tution of taxation for profit delivery in state enterprises has progressed 
from selected tests to a full-scale trial application. After the jrd Plenary 
,ession of the llth CPC Central Committee, in order to conform to the 
requirements of restructuring the economic system, the reform of the tax 
system has been conscientiously been carried out. In 1981 the State Council 
gave approval to both the overall tentative plan and program for reforming 
the industrial and commercial tax system. Since 1979, in order to accelerate 
the reorganization of these two industries, to support the development of 
ialized production, and to solve the problem of the uneven tax burden 
shared between a factory which produces a wide variety of products and other 
factories, selected tests on levying value added taxes have been carried out 
in more than 900 enterprises in nine provinces, municipalities, and autonomous 
regions. On the basis of these tests there are now full-scale trials going on 
111 over the country in enterprises which produce such goods as machinery, 
igricultural implements, bicycles, sewing machines, and electric fans. As 
for taxes obtained from levies on state enterprises, beginning in 1979 selected 
tests have been carried out step by step in a planned manner. 456 industrial 
ind communications enterprises have undergone these selected tests, and very 
yood results have been achieved. Output values, profits, and taxes remitted 
to the state in all cases have obviously increased. Last year Premier Zhao 
Ziyang, in a report made at the Fifth Session of the 5th People's Congress, 
thoroughly affirmed the direction of replacing profit delivery with taxation. 
in April 1983, the State Council issued a notice that approved and transmitted 
the provisional procedures initiated by the Ministry of Finance which deal 


with shifting from profit delivery to taxation in state enterprises. It was 
ided that beginning on | January 1983, the procedure would be put into 
nd that the actual levying of taxes would be carried ul DegzIinning with 
fee’ od, Other tax reforms have also been vigorously launched, ind there ha 
been new progress in legislation concerned with the reform of the tax system. 


(4) Tax laws concerning foreign nationals have been formulated and promulgated 
ind operations concerning tax revenues from foreign nationals are going smooth- 
In September 1980, in accordance with the principles of safeguarding 
national sovereignty, of equality and mutual benefit, and of being advantageous 
for the introduction of funds and technology, on the basis of summing up 

China's practical experience with tax revenues and in accordance with 
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international practice, and in harmony with the new situation and conditions 
surrounding the development of the national economy, the state formulated 
the tr m tax law con cerning Chinese-foreign joint venture ing tne indivic- 
al i me: tax law. Having been examined and approved at the irc Session of 
the Sth People's Congress, these laws were promulgated and put into effecc. 
Thereafter, organizations established and businesses operatec by foreign 
enterprises in China have kept growing in numter. Chinese-foreign joint 
development of oil and coal is also in progress. To be in accord with this 
new situation, in December 1981, the income tax law concerning foreign 
enterprises was examined and approved at the 4th Session of the Sth People's 
Congress. The ‘aw was put into effect on January 1, 1982. Thus, there is 
tlready a set of basic laws and regulations dealing with questions concerned 
with the income tax levied on foreign companies and individuals doing 
business in China. Preliminary steps have also been taken in the development 
i ovy work. In the wake of the off-shore oil prospecting and develop- 
ment, in 1982, with the approval of the State Council, there were estab] ished 
the Oceanic Petroleum Tax Bureau and four subbureaus at Shanghai, Tianjin, 
(uangzhou, and Zhanjiang. Beginning with 1983 they have officially begun to 
deal with foreign businesses. 


These results achieved in tax revenues are due to the correct leadership of 
the Party Central Committee and of the State Council as well as to the 
laborious effort and hard work of the broad mass of cadres concerned with tax 
if fairs. At present, the responsibilities carried by the tax affairs depart- 
ments are extremely heavy. There still exist some loopholes in the management 
' tax revenue work. Under the situation in which economic conditions are 
improving with every passing day, there are still many policy questions which 


t be studied and solved. For all of these we must adopt further measures, 
tf this investigatior ind study, ind succeed in tax revenue work, iccumM- 
funds tor the state in amore efficient manner and make new 
tributions which will help accelerate the progress of the four moderniza- 
pr ram 
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r TNANCE AND BANKING 


SUBSTITUTION OF TAX PAYMENT FOR PROFIT DELIVERY EXPLAINED 


Guangzhou NANFANG RIBAO in Chinese 30 May 83 p 4 
/Article by Luo Weijia /5012 4850 0163/: "Some Underst winding of Substitution 
of Tax Payment for Profit Delivery"/ 


/Text/ The change from profit delivery to the higher level to the levying of 
income tax of the state-owned enterprise is a major policy decision in the 
economic reform and is a fine form of correctly handling the economic relation- 
‘hip between the state and the enterprise. To enable this work to carry on 
smoothly, we must first unify understanding and clarify our various confused 


Lijit’ iS. 


As of 1979, we have implemented various methods of profit retention among the 
state-owned enterprises. Looking at the results of practice, this method has 
by varying degrees readjustec the relationship in economic interest between the 
state and the enterprise, and has mobilized the enthusiasm of the enterprise. 
Compared to the previous system of the state assuming sole responsibility in 
profit and loss and of eating out of the "same big pot," this was a big step 
forward. However, this method still embodies shortcomings and problems to 
varying degrees. The more prominent ones are: First, it is difficult to fix a 
reasonable base figure of profit-sharing and the proportion of the shares. If 
the base figure is too high, it will dampen the enthusiasm of the enterprise. 
[f the base figure is too low, it will be unfavorable to the enterprise in working 
ard to tap its intemal potential. Second, it is very difficult for a base 


tigure that is fixed and will not change for several years to meet continuously 


leve loping and changing economic conditions, and thus we cannot guarantee that 
tte State will still get a big share in the increased production and increased 
Income of the enterprise. Third, the weal and woe among the enterprises are 


not balanced, and we cannot truly realize the principle of distribution according 
to work and the policy of encouraging the advanced and urging on the backward. 

Of course, the existence of these problems is related to the fact that the 

reform of the organization of the economic system is not yet launched on an 
all-round scale and that a complete accounting work has not vet been set up. 
Comparatively speaking, the implementation of the substitution of tax payment 

for profit delivery can better solve the above-mentioned problems. This is 
because the substitution of tax payment for profit delivery has closely integrated 
the three factors of responsibi.i‘ty, authority and interest. It enables the 
enterprise not only to have vigor, but also pressure and motive force, and it 

not only can guarantee the state financial revenue, but also give full play to 
the inherent potential of the enterprise. 
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Atter the implementation of the substitution of tax payment for profit delivery, 
the profit after taxation is all budgeted by the enterprise. This further 


hands Che «autonomy of the enterprise. With the develcpment of production and 
tie improvement in business, the financial strength that is retained for the 
‘uterprise will also increase steadily. The enterprise can take greater 
initiative in stipulating production plans, budget production materials, capital 


and labor torce in accordance with the demands of the macroeconomic policy 
decisions and the needs of the market and under the unified planning and vuidance 
to the state. In particular, the enterprise can make relatively long-term 

plans tor its development, which will in turn be favorable to further stimulating 
Lie economy. 


After the substitution of tax payment for profit delivery, because the financial 
Strength that is retained for the enterprise to be used in developing production, 
collective welfare fund and rewards for staff members and workers can increase 
correspondingly with the steady increase of the state's income, the economic 
interests of the enterprise and staff members and workers are thus closely 
integrated with the economic system of responsibility and are directly linked 

up with good or poor production and business. Hence, we can truly enable the 
cnterprise to be concerned about its labor results on the basis of material 
interest, and encourage the enterprise to strengthen its financial management 
ind economic accounting, and strengthen its internal economic system of 
responsibility. 


bie implementation of the substitution of tax payment for profit delivery is 
tlso tavorable to the further reform of the organization of the state's financial 
rystem and creation of the necessary conditions for making a transition to the 
multilevel financial system of categorizing financial revenue according to types 
ol tax. It is favorable to making use of the lever of taxation to enable the 
enterprise's structure to become rationalized step by step. It is favorable to 
realizing the reasonable division of labor between the government and the enter- 
prise and enabling the enterprise to gradually become an economic entity which 
enjoys autonomy and relative independence. It also creates favorable conditions 
tor the reform of the system of management of planning, the system of labor and 
wages and the system of prices. In short, the substitution of tax payment for 
protit delivery is a major policy decision in pushing ahead the reform of the 
entire system of economic organization, and is a fine form of handling the 
relationship in distribution between the economic interests of the state and the 
enterprise. In view of the results of the state-owned enterprises in various 
localities throughout the county which piloted the "substitution of tax payment 
tor profit delivery and assumption of sole responsibility for profit and loss," 


results are obvious. For example, the eight pilot enterprises in Guanydon, 
, oinee July 1980, brought about a gratifying state of increased production, 
btie cone ind turnover to a higher level by a wide margin, Compared to the 2 vear 


wtore the pilot project, the total value of output in the last 2 years has 
increased 47 percent, the profit has increased 175 percent, industrial and 
commercial taxes have increased 47 percent and the net income of the state from 
these enterprises has increased 7/7 percent. 


some people held that the implementation of the substitution of tax payment 
tor profit delivery no doubt could guarantee that the state would get a big 


78 








share. but Chis way, it limited the autonomy of the enterprise and was unfavor- 
ible to letting the enterprise vitalize the economy. This worry is unnecessary. 
Since the implementation of the substitution of tax payment for profit delivery, 
the responsibility shouldered by the enterprise has increased. The state's 
financial supervision over the enterprise has become stricter. Sut the state 

has not abolished the autonomy of the enterprise. The profit which the enter- 
prise has after it has fulfilled its tax duties to the state is still budgeted 

by the enterprise. Of course, after implementing the substitution of tax payment 
for profit delivery, if the enterprise wants to develop further and increase 

the material interests of the staff members and workers, it. must rely on its 

own skill, rely on new technology, rely on raising the level of business manaze- 
ment and rely on raising economic results. This is good, for, naving extemal 
pressure and internal motive force, we can encourage the enterprise to vitalize 
the economy and do a better job in business management. 

in the past, wit’: regard to the system of taxation, we have adopted the principle 
of difterent treatment for state-owned enterprises and collective enterprises. 

In implementing the substitution of tax payment for profit delivery, the state- 
owned enterprises will also have to pay income tax. Will this change the nature 
of the system of ownership by all people of the enterprise? N 


Oo. Both tax and 
rrofit are forms of surplus product which the staff members and workers of an 
enterprise bring forth for society. There is no difference in essence between 
two. Tax has its basis on the state power and is sutiable for any syster 
oo oownership. We not only can levy industrial and commercial taxes, but also 
income taxes on the state-owned enterprise. Of course, the state can also 
btain its income througt. profit delivery from below. But that is not the only 
torm. In the socialist period, the two forms of tax and profit can be adopted 
toyether. As to which form is the primary one will depend on the definite economic 
onditions and needs as the situation develops. At present, the reason why we 
should implement the substitution of tax payment tor profit delivery is because 
this is more favorable to developing social production and guaranteeing the 
consistent and steady increase in the state revenue. After implementing the 
substitution of tax payment for profit delivery, the production materials of 
the enterprise still beiong to the state, the production plan and the distribution 
inside the enterprise are still restricted by the state plan and policies. Thus, 
the implementation of tne substitution of tax payment for protit deliver 


erely a change in the mode of state accumulation of pital, and is not relate 
‘'r or not the system of ownershi ft the enterprise 1 
ntiny the substitution of tax yvment for proiit deli ry, 
neyate the various forms of the system of responsibility in protit revention 
that take "contracting" as their key. At present, an important factor as to 
why a vigorous, prosperous and excellent situation has appeared in economi 
construction is the implementation of ali forms of the econoni system 
responsibility in the last severai years. In light of our province's promotion 
ft Chingyuan's experience in implementing the various kinds cf the syster : 
mtracting responsibility, the matority of the enterprise ecome flexible and 
me alive as soon as they "implement contracting.” This proves that tt 
implementation of ¢t syste yf responsibilitv is tru t 
the substitution of tax payment for profit delivery is anoth t inead 
it these svstem: f responsibility, it is but 4 form of econor 3 








responsibility that sums up the experiences of these systems of responsibility, 
and is a form of "contracting." It is linked up with these systems of respon- 
sibility. Thus, we must definitely not negate the various forms of systems of 
responsibility in the past because we are carrying out the substitution of tax 
payment for profit delivery. 
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MINERAL RESOURCES 


SHANDONG'S GOLD PRODUCTION REPORTED 
finan DAZHONG RIBAO in Chinese 20 May 83 ‘p 1 


(Report by Zhang Xueren {1728 1331 00887: "Our Province's Gold Industry 
is Developing at full Speed'’] 


(Texg/ Our province's gold industry is developing at full speed. From 1976 
to the end of April this year, the gold output increased progressively at an 
averaye otf 17.6 percent each year. The total output of gold in 7 years and 

4 months surpassed the sum total of the output in the 26 years since the 
tounding of the nation. The total value of industrial output, the profit 
realized, the taxes turned over to the state and the value of foreign exchange 


created all top the list in the country. 


Since the beginning of 1976, our province's gold industry has actively imple- 
mented the principle of "walking on two legs in building the building of state- 
owned gold mines and in the mass excavation of gold" and accelerated the 
speed of the development of gold production. Since the Third Plenary Session 
of the llth party Central Committee, we have newly built and expanded the 
Jiaojia, Xincheng, Yinan, Rushan and Zhaoyuan large-scale and medium-sized 
state-owned gold mines, increasing the daily ore treatment capacity from 
950 tons to 2,250 tons, an increase of 1.4 times. [These state-owned gold 
mines have a stable yield and are the core enterprises of our province's 

ld production. 
lu order to encourage the masses to engage in gold mining, the stat 
provincial government have stipulated such policies as the foreign exchange 
profit sharing, subsidy of fund for setting up mines, bank loans, special 


e and the 


item subsidy of materials and bonus sales of chemical fertilizer, cotton 
cloth and grain to the masses engaged in gold mining of tne gold production 
districts, thereby mobilizing the enthusiasm in gold mining of the localities 
and the masses of commune members. As a result, production by the masses has 
swittly expanded to 3 districts and 10 counties and over 250 mining spots. 


Over 12,000 commune members have already been engaged in gold mining. At the 
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INDUSTRY 


BRIEFS 


SICHUAN MACHINE PRODUCTION INCREASES--The machine building output value of the 
enterprises with ownership by the whole people in Sichuan Province from Jan- 
uary to June this year was 970 million yuan, 57.3 percent of the annual quota 
and an increase of 23.7 percent over the same period last year. The machine- 
building output value of the enterprises with ownership by the collective in 
the province from January to June this year was 87.82 million yuan, 55.6 per- 
cent of the annual quota and an increase of 16 percent over the corresponding 
period last year. According to statistics, 40 percent of machine-building 
enterprises throughout the province have fulfilled their contracts for 28 
categories of products this year. Many enterprises have begun signing new 
contracts for the production of products in 1984. [Summary] [HK221455 
Chengdu Sichuan Provincial Service in Mandarin 0030 GMT 17 Aug 83] 


YUNNAN TECHNICAL TRANSFORMATION ITEMS--The Yunnan provincial economic committee 
recently decided to concentrate its forces on 51 key technical transformation 
items. Over the past few years, to fully tap potentials of enterprises and 
raise economic results, the state and the province have arranged a large 
amount of funds for technical transformation. The gross investments in tech- 
nical transformation this year are over 100 million yuan. These key technical 
transformation items include those which can bring the province's advantages 
into full play, economize on energy, and increase the production of daily- 
use consumer goods, and has a bearing on this year's and next year's produc- 
tion and on raising of economic results. After the completion of these tech- 
nical transformation items, the province will save 100,000 tons of coal, some 
3}$ million kwh of electricity, 890 tons of oil, and some ',400 cubic meters 
las heard] of timber; and will increase coal mine production capacity by 
330,000 tons. [Summary] [HK221455 Kunming Yunnan Provincial Service in 
Mandarin 1100 GMT 18 Aug 83] 
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CONSTRUCT ION 


688 TECHNOLOGICAL TRANSFORMATION PROJECTS LAUNCHED IN ZHEJIAM 
Hangzhou ZHEJIANG RIBAO in Chinese 1/7 Jun 83 p 1 


(Article: "688 of Our Province's Technological Transformation Projects Are 
Under Way") 

(Jexz] The pace of the technological remaking of our province's industrial 
ind communications enterprises has speedec up. Beginning this year, the 
apital, materials, and equipment for 688 technological remaking projects 

have already been provided for, with the total amount of the investment 
amounting to 322 million yuan. 


imber of technological transformation projects is specitically aimed 
. | " o_o ° - cin ' - ep es 4 _ v. r 4 - ho 

it the weak links in our province s presently-existing enterprises, and has 
irranged according to the principle of taking all the various factors 


nsideration. Responsible departments of the province, proceeding trom 
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t the technological transformation involving caustic soda evaporation at the 
uzhou Chemical Plant, the Hangzhou Electrochemical Plant, and the Ningb« 
Electrochemical Plant, in one year they were able to save 16,000 tons of 
;tandaro coal. The transformation of the electric power grid will stress 
lving the problem tf the continued construction of Hangzhou City's power 


rid, the final completion of all systems of a 125,000 kilowatt power unit at 


the Zhenhai Electric Plant, etc. Another important aspect of technological 
transtormation is expanding the utilization of new techniques, technology, and 
equipment, and combining this with the importation of advanced toreign 
technology, and the developmen f products in high demand and name products, 
especially light textile products. his year a re-equipping of the silk 
abric industry is being stressed, with the emphasis first on improving the 
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industry's looms, spindles, sheet-weaving looms, and knitting equipment was 
carried out in order to improve the goods’ quality and increase the variety 
of patterns. Aside from this, the weak links in communications and transport 
will be improved, in a total of 46 projects. The port facilities of 
Hangzhou, Wenzhou, and Haimen are being rebuilt, and their container- 
transport facilities enlarged. At the same time, 271 new automobiles, 184 
boats, and 14 passenger barges were provided. 


Some technological transformation projects that have already been completed 
have met with comparatively good results. After the Ping Hu Chemical Fiber 
Plant's project to raise their yearly production of polypropylene fiber to 
600 tons was under way, within a year they were able to increase the value ot 
their amount produced by 7.4 million yuan, generating 3.25 million yuan 

in taxes and profits, and at the same time filling a gap in one of the provin- 
ce's short-supply products. Followtng the application of the new pressure 
casting technology to replace the backward hand casting at the Xiao Shan, Yu 
Yao, Shao Xing, and Zhu Ji [ron Pot Factories, they were able to save 25 
percent on fuel, and the quality of the product was also greatly improved, 
increasing the proportion of iron pots of first-rate quality from 75 to 

100 percent, greatly lightening the workers’ burden. 


9634 
CSO: 4006/699 





DOMESTIC TRADE 


SHANGHAI HOLDS CONFERENCE ON MARKET, 
Stanginai JIEFANG RIBAO in Chinese 29 May 83 p l 


(Report: "Resolutely Stop Fraudulent Purchase, Resale at a Profit and 
Raising of Prices Without Authorization" ] 


[Text] At the municipal conference for cadres of the financial and trade 
system convened yesterday, the financial and trade office of the municipal 


people's government made suggestions for the implementation of the spirit 


it the document of the State Council “concerning the strengthening of 


S| A 


market and price control. 
At present, the market situation is very fine. With the relaxation of 
policies, the market has become further enlivened and the generai level 

of prices has maintained its basic stability. But many problems still 
exist. Some people have made fraudulent purchase of commodities that are 
in great demand and resold them at a profit. Others have illegally bought 
ind some coupons and certificates and used these bills to exchange for 
materials. Some shops, vegetable markets, eating houses and individual 
households have onesidedly pursued profit at the expense of the interests 
f the consumers. In light of this situation, the municipal financial and 
trade office asked that we emphasize the tollowing work at present: 


(I) First, we must resoiutely stop the activities of fraudulent purchase and 
resale ata profit. The market control departments must strengthen examina- 


tfon, discover and strictly handle those retail units that practice fraudu- 
ent purchase and resale at a profit and that raise the price t eek 
exorbitant protits. The retail unit ust strictly prevent frauduler 
pur ise. if they kr ingly violate the law, carry out llusion fron t 
within and without, they will be investigated and handled strictly. 
(Il) We must impose strict control over the trafficking activities of the 
pedilars in obtaining materials wholesale and processing them to be sold on 
retail. The proper business that is within the scope allowed by the policies 
an continue t yperate. Wholesale busin is not permitted for those that 
go beyond the scope llowed by the po les 
[IIT) The retail store nust bring rt | é that are in 
great demand tf e sold er the inter reta in rder to ensure tne 





(IV) Resolutely ban such activities as illegal buying and selling of bills 
and certificates, gold and silver, foreign exchange and foreign goods as well 
as exchanging materials with certificates. We must emphasize internal 
management on the one hand and market control on the other hand toward the 
problem of fraudulent purchase and outflow of grain, and adopt measures 
accordingly to curb such activities. 


(V) Strengthen the work of taxation and resolutely prevent the act of tax 
evasion. Prevent gross tax evasion and practically and realistically levy 
taxes according to the law. The various concerned departments must coordi- 
nate with one another in supporting the work of taxation. 


(Vi) The retail and food service units must persevere in the socialist 
orientation, straighten out their thinking in management and style af manage- 
ent, and sateguard the interests of the consumers. They must strive to 
attain the "three musts" and the “three prohibitions": They must strictly 
implement the price policy and are prohibited from raising prices, inflating 
prices and inflating prices in a modified manner without authorization; they 
must persevere in fairness in purchase and sales and in genuine goods at a 
tair price, and are prohibited from practicing fraud, letting second grade 
ds serve as first grade goods, giving short measure and doing shoddy 
“ork and using inferior materials; and they must ascertain the scope of 
management in accordance with the needs of the masses and increase the 
varieties of supply and service items, and are prohibited from arbitrarily 
reducing the management of small commodities and the service items needed 
by the masses. If we discover any act of violating the price policy and 
of harming the interests of the consumers, we must impose the necessary 
punishments on them. 


(VIL) The various trades and undertakings must strengthen price control and 
practically and realistically prevent and curb the act of raising prices 
without authorization. They must strictly implement the retail prices and 
fee criteria stipulated by the state. As for the commodities that are sold 
at negotiated prices, they must know well the scope of the varieties and 
must not expand the scope without approval and authorization. They must fix 
the sales price according to the principle of small profits but quick turn- 
over. They must also carry out management actively, regulate taking in and 
ending out ot goods, and play the role of promoting production, enlivening 
ulation and keeping down the country fair prices. The retail units 
ust strictly separate the commodities which are sold at negotiated prices 
ipproval from the commodities which are sold at reduced prices, mark the 
tormer clearly and sold them at specific counters. Those that have 
the condition to lo so must set up a special booth or a special store for 
that purpose. 


(VIII) The state-run commerce must give play to their guiding role to 
enliven the activity of procurement, sales and management and open up smooth 
major channels. After prohibiting the pedlars to carry out wholesale on 
some industrial products, the state-run commerce must open up corresponding 
paths to make it convenient for importing goods from other places. At the 
same time, they nust guide and support the pedlars in carrying out business 
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properly. As for those agricultural sideline products that are transferred 
from other places and permitted to be sold on the local market and that have 
many channels of circulation, they must strengthen management, actively 
carry out procurement and supplement the market supply. 


At yesterday's conference, the responsible person of the municipal financial 
and trade office also conducted an analysis on the current market situation 
and the future trend of development of the market. He also asked that the 
commercial departments actively organize the procurement of industrial pro- 
ducts and agricultural sideline products, support industrial and agri- 
cultural production, improve wholesale work and work hard to arrange properly 
the market supply at present and for this winter and next spring. 


Vice mayor Ye Gongqi [0673 0361 3823] and municipal government advisor Pei 
Xianbai [5952 0341 4101] attended the conference and made speeches respec- 
tively. 
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DOMESTIC TRADE 


*RICE DIFFERENCES BETWEEN RURAL, URBAN TRADE FAIRS 
Nanjing XINHUA RIBAO in Chinese 26 May 83 p 2 


/Report by subscriber Wang Hao /3769 3185/: “How Big Are the Price Differences 
Between Urban and Rural Trade Fairs?"/ 


/Text/ Recently, I went on a business trip to various cities and counties, and 
discovered that the differences between urban and rural trade fairs in the 
prices of nonstaple foodstuffs in various localities were pronounced. For 
instance, the mullet in the area around Yancheng sold for 0.4 to 0.5 yuan per 
jin near the coast, for 0.7 to 0.8 yuan per jin at the trade fairs near the 
communes, for about 1.5 yuan per jin at the counties and for more than 1.8 

yuan per jin in the cities. Allegedly, some individual pedlars' ride their 
uworses to the coast to transport seafood for sale in the cities. They make a 
trip every 2 days and every time get some 200 jin and make 4 net profit of some 
200 yuan, Some urban residents complained: "The pedlars have picked our 


? 
rave Kel 
. 


| teel that we cannot put all the blame on the individual pedlars for the vast 
difterences between the urban and rural trade fairs in prices of nonstapl-« 
luodstulls. First, our state-owned and collective commerce have not supp!ied 
the market with sufficient commodities. If the state-owned and collective 
commerce can do what the individual pedlars do, to make nothing of hardships 

in penetrating into the various broad rural and coastal areas, to try by each 
and every means to organize the source of goods and to seize the opportune 
moment to supply the market, then who will go and buy those expensive items 
from the individual pedlars? When the individual pedlar has fewer customers, 
then how will he still sell at high prices? Second, our market-management work 
is still backward. At present, the prices of nonstaple foodstuffs in trade 
fairs are basically unrestrained. The individual pedlars are competing to se 
at high prices since nobody is controlling them. If the market-management 
departments can adupt some measures to control them, then such a state can be 
changed. For instance, we must penetratingly investigate and study the price 


limits of some commodities and strive to impose reasonable limits. General! 
speaking, we can set the commodity prices at a little higher than those of th 
state-owned commerce, so that the individual pedlars can obtain some protit. 
After the price of a commodity is fixed, we must frequent! Mduct investigation 
and studies in accordance with the seasonal changes and the change of the source 
of goods, and make adjustments without delay, so that we can limit without belong 
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inflexible, and jisorderly. Miy in this 
sell and the 
suffer any losses. 


be lively without being 
le the individual pedlars to want 
ind both parties nat to 
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tC rial r state-owned and collective Tmercilai cepartmnt ing marcet- 
anagement departments will render positive contributions to further the r erin, 
yf the socialist market and to protect the interests of both c 


individual pedlars. 
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1960's, 52 percent in the 1970's, of the total imports volume. A trend of 
decline was registered in the last 2 years, when imports dropped to 44 percent 
in 1980 and 39 percent in 1981 of total import volume. 


[Imports of materials for use in agriculture (including chemical fertilizers 
and insecticides) represented 4 percent in the 1950's, 8.6 percent in the 
1960's, approximately 7 percent since the 1970's, of tctal import volume. 


[Imports of the appurtenances of life (food grains, sugar, animal and vege- 
table oil, wrist watches) made up a very insignificant percentage of total 
import volume, standing at 8.50 percent in the 1950's, increasing to 28.40 
percent in the 1960's. soaring up to 40 percent in the 1961-65 period, then 
declining to 19 percent in the 1970's. An upward trend was recorded however 
in recent years, with imports of this category climbing up to 21 percent i 
1980 and 27.40 percent in 1981 of total import volume. 


Changes in the composition of the import commodities of our country, as seen 
from developments and changes taking place over the past years, are manifest- 
ed in a relatively sharp decline in imports of new technology, complete sets 
of equipment, machines and electrical appliances, with 1982 imports dropping 
to 16 percent in proportion to total import volume of the country. A rele- 
tively higher proportion will be maintained in imports of raw materials and 
production materials for industry, materials for use in agriculture, and the 
appurtenances of life. The question is whether this composition of imports 
is reasonable, and the question of what imports -- in the light of the exper- 
iences of foreign countries and the realities of our country -- could be 
idvantageous to the building of socialist modernization, requires an earnest 


tudy and a preci e definition. 
me Concepts on Projection of Our Country's Future Composition of Imports 


Qur national imports, based on the fundamental principle of the building of 
socialist modernization of our country, must adhere firmly to the implementa- 
tion of a principle of "regeneration through our own efforts as a primary 
objective" and "solicitation of foreign aid as a secondary objective." This 
is a principle of striving for utilization of two sources of strength and 

two categories of resources, for learning to master skills in two fields, for 
being good at working simultaneously on two fronts, thereby translating into 
reality a full utilization of the world markets, a reasonable projection of 
imports, a satisfaction of the needs of national economic development, an 
enhancement cf capabilities to achieve regeneration through our own efforts, 
and an acceleration of the tempo of economic construction. In formulating 

a principle of imports, I consider that the following main contents be in- 
cluded: 


-- |irm adherence to independence and sovereignty, regeneration through our 
own efforts. The economic construction of our country must get started and 
gain a foothold domestically, mainly by relying on our own strength. All the 
products that can be manufactured domestically, and all the needs that can 
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be met domestically, should in yveneral be solved domestically without relying 
on imports. This is for the sake of protecting the development of the national 
industries of the country. 


-- Full utilization of the world markets, energetic promotion of our domestic 
production and exports. All that are urgently needed for our country's eco- 
nomic construction and the people's standard of living, all equipment and 
materials that are essential to development of export-oriented commodity pro- 
duction, but that cannot be satisfied in a timely manner by domestic production 
in quantity and quality, hould be imported according to plans and in a well- 
organized way. 

-- Continual implementation of "import substitutes." All the imports that are 
now needed, but that can be produced domestically through adoption of ener- 
getic measures for promotion of production in the future when the country 
possesses conditions of developing such production and when it is economical 
to do so, should be conditionally allowed to come in as “import substitutes” 
and should subsequently be reduced in import volume according to plans and 
step Ly step in order to avoid a long-term reliance on imports. 


Rigid adherence to a principle of importing the means of production as a 
iain objective and establishing an appropriate control over imports of the 
appurtenances of Life and general consumer goods. 


On the basis of the above principles, and taking into account the sicuation 
of realities in our country, I present some concepts for projecting the com- 
position of the future imports of our country as follows: 


1. Ours is a country rich and plentiful in resources. It is a country 
basically self-sufficient in a number of products (such as energy resources 
and some mineral products), but still destitute of a series of products. The 
resources, if enumerated specifical_y, on an average per capita basis, are 

in fact not abundant. There are numerous resources waiting to be tapped and 
developed, but the question of communications and transportation remains to 
be solved. Production of a series of raw materials and production materials 
is still in the developing process, and their varieties are very inadequate, 
whereas in the country there exists a daily-growing need for them. Therefore, 
Jithin «i considerable length of time, there will be a shortage in the supply 
ot raw materials and production materials in our country, and a fairly Large 
quantity of products will have to be imported from foreign countries, with 
imports of raw materials and production materials accounting for a relatively 
high proportion of total import volume. Nevertheless, looking deep into the 
future, we see that there should be a decline in imports of raw materials 

and production materials in proportion to total import volume, as a result 

of the development of domestic products. The imports of some raw materials 
and production materials for industry and materials for agriculture, such as 
steel products, raw materials for the chemical industry, synthetic fibre, 
chemical fertilizers, insecticides, are not likely to be maintained and ex- 
panded year after year. It is necessary, however, that foreign technology 

as well as machinery and equipment be imported in a planned way, for enhancing 
the development of domestic production, for building up domestic productivity, 


92 











existing enterprises of Our country are backward in technology and dilapitated 
in equipment. And so in the course of our strivings to make up time, for 
promotion of a national economic development, for beefing up the country’s 
capabilities of achieving regeneration through our own efforts, and for greet- 
ing the advent of a new era of economic stimulation in the 1990's, we need to 
place a specific weight on imports of advanced technology and crucial equip- 
ment, including complete sets of equipment we need. The foreign-exchange 
carnings we have saved through our arduous struggles, our energetic develop- 
ment of production, our import substitutes, should be used for imports of 
advanced technology and crucial equipment essential to expansion of reproduc- 
tion. As far as an energetic development of export commodity production and 
an elevation of the quality of export commodities are concerned, it is equally 
necessary to import technology and equipment as soon as possible and to 
accelerate a technological reform of the existing enterprises manufacturing 
export products. Therefore, in the wake of national economic growth, there 
should be a future trend of increases in this category of imports, the pro- 
portion of which to the total volume of imports should also be increasing. 


Over the past years, because of an adjustment of the national economy, our 
country's imports of new technology and complete sets of equipment and machin- 
ery products have decreased steadily, but they are expected to increase in 
the future, although such increases will remain at a low level in proportion 
to the total volume of imports, not only lower than the advanced industrial 
Countries and the developing countries and areas, but even much lower than 

tin level of our own country since the day of its founding. This situation, 
it allowed to remain unchanged, is unfavorable to the building of socialist 
modernization. In the 1950's, imports of nev technology and complete sets of 
equipment and machinery products constituted 51 percent of the total volume 
of imports. This was a very high percentage. Taking into account the 
national economy of cour country currently undergoing a further adjustment, 
the magnitude of capital construction being placed under control, and the 
continuing needs of maintaining a relatively large volume of imports of raw 
materials and production materials and a definite volume of imports of con- 
sumer yoods over a definite period of time in the days to come, we see that 
it is difficult to keep the imports of machinery and equipment at an enormous 
proportion. For all that, in order to promote a technological reform of the 
existing enterprises and to meet the needs of a further development of pro- 
duction, it is necessary to maintain our imports of machinery and equipment 
at a 20-plus percent level achieved since the 1960's and, if conditions per- 
mit, to raise it gradually to 30 percent, of the total volume of imports. 
[his is a relatively reasonable proportion. 


lo reach this goal, it is necessary now to solve a question of understanding, 
namely, a correct understanding of the relationship between imports of 
machinery equipment and protection of domestic industries. 


A fundamental principle of the economic construction of our country is to 
achieve regeneration through our own efforts as a leading factor. It is a 
policy of the nation to protect and foster the growth of domestic industries 
and to impose necessary restrictions on imports of a portion of commodities 
within a definite period of time. All that can be produced domestically, to 
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for burtherance of the Striving: Co acnieve a gradual reduction in im- 


rts. ihere are some commodities that should no longer be imported, but 
uid instead be organi zed for exports. It certainly remains necessary to 
malontain the imports of certain varieties of commodities at a considerable 


level in order to regulate domestic needs. To this end, our country must 
hammer out a plan and set forth a goal requiring the adoption of energetic 
measures to solve by our own efforts the development of those categories of 
commodities our conditions permit us to accomplish, thus reducing imports 

in a planned way and step by step. We absolutely cannot rely on imports for 
1! lony period of time. A salient issue that hasexisted since the founding 
of our nation is basically the steady increases in imports of raw materials 
and production materials. In spite of the introduction of equipment and the 
development of production, imports have not slowed down, but have kept going 
up in such areas as steel products and chemical fertilizers. This is worthy 
of attention, and this requires a solution. 


2. Our country, one of the earliest countries in the world in development of 
agriculture, covers a vast expanse of land located in the temperate zone, 
with a characteristic continental monscon climate and realitively good soil 
fertility favorable to development of agricultural production. The agricul- 
tural development potentials are great in our country, where farm crops and 
industrial crops of nearly all varieties in the world are grown and harvested. 
And relatively vast, too, is the area of our country's yrasslands that are 
valuable resources for developing production of the animal husbandry industry. 
However, ours is a country of huge population and backward agricultural pro- 
duction, a country where each individual gets a very tiny share of the yearly 
output of farm crops and animal husbandry products if evenly distributed 
among the population, a country which is far from being able to meet the 
daily-increasing needs of the national economy and the people's standard of 
living. Therefore, simultaneously with the energetic development of agri- 
cultural and subsidiary production as well as native and special products, 

it remains necessary to maintain imports of agricultural products at a fairly 
large volume for a definite period of time. And as a result of the enhance- 
ment of agricultural diversification, it remains equally necessary to main- 
tain our imports of food grains at a considerable level in the period of the 
national economic adjustment. Today, when industrial crops have not yet 

been energetically developed, it is likewise necessary to import sugar and 
other categories of agricultural products. However, based on the above- 
mentioned favorable conditions of developing agriculture, looking far ahead 
of us, we see that the imports of food grains, cotton, oil, sugar and other 
agricultural products should decrease gradually in pace with developments in 
production. Imports of these products in proportion to the total volume of 
imports must come down. It is just impossible to maintain vast imports otf 
this maynitude for a long period of time. A reduction in imports of this 
category, as seen from the situation of agricultural development in recent 
years, is possible. A country such as ours ought to be a major exporter of 
agricultural products, and it should not be an importer of agricultural 
products at all. 


3. The industry of our country is fairly well founded. Nevertheless, what 
has seriously affected the development of production potentials is that the 














the extent of meeting domestic needs in quantity and quality, should be de- 
Jeloped domestically and should generally not be imported. A more strict 
restriction should be imposed on imports of durable consumer yoods. Ihe cult 
ol, and the blind faith in, foreitgn-made yoods, the conception that Chinese- 
made yoods are definitely not as good as ftoreign-made yoods, is wrong. Never- 
theless, in yiving protection to the domestic industries, it remains necessary 
to place a specific emphasis on imports of advanced technology and crucial 
equipment and to avoid yoing into another extreme. To impose excessive con- 
trol over imports of essentially needed equipment is unfavorable to construc- 
tion. We are of the opinion that the departments and branches whose product 
varieties are for the time being still incapable of meeting actual needs in 
quantity and quality, particularly the departments and branches whose domest ic 
production has not yet measured up to required standards, whose technoloyical 
lorce remains relatively weak and needs accelerated development, must import 

4a tairly large volume of advanced technology and crucial equipment. Imports 
of this category must represent a def-nite proportion in the composition of 
our country's imports. Advanced technoloyy and crucial equipment within this 
Category are imported for development of our industries, for enhancement of 
technological reform of the existing enterprises, for research and development 
compatible with the realities of our country, thereby transforminy imported 
technology and equipment into native products of our country. 


bt is impossible for any country, even an advanced industrial country, to 
lve independently its needs for industrial equipment. A country needs a 
lairly larye volume of imports to make up for its shortayes or to reyulate 
its product varieties. Consumer goods, from a long-term point of view, must 
absolutely not constitute an excessively large proportion in the composition 
of a country's imports. Productive equipment and materials essential to 
expansion of reproduction must occupy a position of importance. Therefore, 
on this question, we must guard against two tendencies: first, a tendency 
of not making full use of domestic productivity, of blind cult of "foreign- 
made goods,” and of complete reliance on imports; second, a tendency of re- 
lying on a policy of protectionism, of feeling reconciled to backwardness, 
and of seeking to achieve developments behind closed doors. 


A look at the prevailing situation shows that the composition of our country's 
imports is not likely to have significant changes in the immediate future, 

but that efforts should be made to bring about improvements. In the 1980's, 
the world economy will remain in a severe recession, with many advanced indus- 
trial countries seeking an outlet for their capital and products. And that 
creates relatively favorable trade conditions. We must fully utilize this 
tuvorable situation, administer imports well, and accelerate the development 
ot construction. As long as conditions are acquired, we must strive by all 
means to make fuller use of some foreign capital that can be used for con- 
struction. Arrangements must be made for importing the cateyortes of com- 
modities most essential to the seventh 5-year plan and to economic stimulativun 
in the 1990's, and that plans for imports be well charted in support of a 
sustained growth of the national economy. 
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FOREIGN TRADE 


SHANGHAI'S SOFTWARE EXPORT LOOKS PROMISING 
Shanghai SHIJITE JINGJL DAOBAO in Chinese 23 May 83 p 10 


|Report: "There Are Bright Prospects In Shanghai's Software Export"] 

[Text] At present, when the advanced countries are facing a “software crisis" 
and when some countries are seizing the opportunity to actively open up 
software export, in Shanghai's export trade, the computer software commodities 
have not yet occupied thelr proper position. This situation merits our 
attention. 


The "software crisis" in those advanced countries that are popularly using 
the computer is caused by the high cost of the mental labor force and the 
serious shortage of software personnel. A U.S. company forecasts that, 
due to the shortage in software, in 1984, the annual income from the U.S. 
computer industry will be reduced by $40 billion. However, the need for 
software in these advanced countries will only increase. In the last few 
years, the annual rate of increase of the sales volume was maintained at 
above 30 percent. Thus, the advanced countries eagerly hope that the 
countries where the cost of labor force is low will import software. 
Concerned countries have successively found their way into the world 
software market. Relying on the superiority of its manpower resources, 
India has vigorously developed its software export trade. Since 1979, 

it has more than quadrupled its software export, and has scored tremendous 
profits accordingly. 


Shanghai economic circles and scientific and technological circles have paid 
yreat attention to this phenomenon that has appeared in the world computer 
market. They feel that, in view of Shanghai's superiority, it is time to 
open up the software export trade and plunge into the world computer 
software market. 


The Cost of Shanghai's Software is the Lowest in the World 


The computer software industry is a "three condensations” type industry of 
labor condensation, knowledge condensation and technology condensation. 
It is also an industry that is highly economical in terms of energy and 
material resources. In producing computer software, there is no need for 
large factories and the majority of personnel are not required to have 
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advanced technological knowledge. Thus, in view of Shanghai's superiority, 
the following factors are very favorable for opening up this export trade: 
Shanghai has an abundance of manpower resources. The quality of its mental 
labor force is not only high, but its cost is relatively low. Some people 
feel that the cost of training proficient software technological personnel 
in Shanghai will be the lowest in the world. This signifies the fact that 
the cost of Shanghai's software products can maintain its competitive 
superiority in the world for a long period of time. In addition, the 
communications and transport in the Shanghai region are developed, the 
knowledge deposit is abundant in capacity, and English is relatively 
popularized. If we carry out organization properly, by the end of the 
year 2000, Shanghai will be able to absorb 100,000 educated young people 
to take part in software production and attain 10 billion U.S. dollars 

in export. This is an undertaking of great profits. 


Shanghai has Already had the Preliminary Material Basis 


What must be mentioned is that, to date, Shanghai has already formed a 
preliminary material basis for software production. From what we understand, 
the Shanghai Electronics Society, some institutions of higher learning and 
some factories already possess a large number of technological personnel 

who are engaged in software design. There are over 600 college instructors 
and students in the software profession alone. Several software research 

and manufacturing organizations have already been established. Last year, 
several software items were exported. For instance, the shipping executive 
program system, which can be used in all types of boats and ships, has won 
high international praise. Or, for instance, the eight technological 
personnel of the Shanghai Computer Technology Research Institute have written 
two programs in accordance with the demands proposed by the U.S. computer 
specialists. After being ifnspected by the U.S. party, it is felt that the 
productivity of the Chinese technological personnel is close to the U.S. 
programming, personnel and that the production of computer software of the 
former is definitely competitive internationally. 


We Can Export Software as Well as Carry Out Contracting Abroad 





[In opening up the software export trade, there are some difficulties at 
present that cannot be overlooked. The major ones are: the export of software 
commodities requires close coordination among such links as designing, 
production, sales and service, and the foreign trade system at present 

still cannot cope with that. In addition, till the present, we still lack 

a complete patent and copyright protection law as well as corresponding 
legal personnel. If such incidents as plagiarizing and duplicating of 
software products takes place, it will be difficult for us to provide legal 
protection, and so forth. As to how we can overcome these difficulties, 

we are awaiting more study in this regard. Some software companies in India 
have adopted the method of directly dispatching personnel to the software 
importing countries to carry out contracting, production, sales and service 
there. This in essence is equivalent to exporting mental labor service and 
engineering contracting. Obvious results have been obtained in doing so. 

We can use this method for reference. 


4] 











Recently, the party Central Committee has approved of the expansion of the 
limits of authority in Shanghai's management of its foreign trade and economy. 
Shanghal has also clarified its principle of development of "pushing its 
way out, carrying out alliance internally, carrying out transformation and 
exploiting its potentials." This has created favorable conditions for 
Shanghai in opening up its software export trade. Concerned personnel have 
proposed that Shanghai carry out software export as well as jointly operate 
software companies with foreign businessmen abroad. Our side will provide 
the major manpower investment and carry out mental labor engineering 
contracting. This way, we not only can make use of the trade laws in that 
country to protect the rights and interests of our software commodities and 
make sure that both sides will shoulder the risks, but also can use this 
opportunity to train personnel. At the same time, by relying on positive 
policies, we can mobilize the potential of the computer scientists, 
businessmen and engineers among the foreign citizens of Chinese origin 

and overseas Chinese. The prospects of the software export trade will 

be even brighter. 
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FOREIGN TRADE 


JOINT VENTURES AND CHINA'S USE OF FOREIGN FUNDS DISCUSSED 
Benefits From Foreign Debts 


Shanghai SHIJTE JEINGJL DAOBAO in Chinese 23 May 83 p 3 


[Article by Wang Huizhen [3769 1920 3791], deputy head of the International 
Monetary Office of the World Economic Researc! institute of the Shanghai 
Academy of Social Sciences: “We Must Obtain Benefits from Debts of Foreign 
Capital” | 


[Text] Drawing in foreign capital means having foreign debts. To make 
foreign debts beneficial to our gains, we must master the following two 
aspects: One, we must control the scale of foreign debts; and two, we must 
raise the economic results through using foreign capital. 


For the past 4 years, the amount of foreign capital used by our country was 
limited, and most of it was repaid. At present, we are primarily using 
intermediate and long term and intermediate and low interest loans and 
absorbing direct investments from abroad. 


fhe proportion of our repayment of capital with interest in the money received 
from our country's exports each year is very small and is much, much lower 
than the internationally acknowledged safety criterion of 15 to 20 percent. 
As long as we Limtc our debts to within the scope of our repayment capacity, 
and as long as our foreign debts only occupy a very small portion of our 
country's national economy, we will not bring about risks in debts. 


For 4 years, the utilization of foreign capital to import technology has 
played an active role in the readjustment and development of our country's 
national economy. 


In the future, in raising the macroeconomic results through using foreign 
capital, the structure of foreign capital must guarantee the technological 
transformation of old enterprises and such basic facilities as energy and 
transport in order to bring about the economic development of the various 
trades and undertakings and the various departments. We must make priority 
investments on the projects that will bring in a lot of money and have a 

fast capital turnover in order to obtain greater and faster economic results. 
We must draw in more long term low interest loans in order to reduce our 











interest burden. We must expand the scope of direct investment in order 
to reduce our burden of capital. In particular, we must actively run well 
the joint ventures. In this way, we can import some new technologies and 
experiences in advanced business management which we cannot import by any 
other means. Also, we will not bring about debts for the country. 


[In raising the microecouomic results through using foreign capital, every 
enterprise must carry out accounting on its projects that use foreign capital. 
we can launch as soon as possible all the projects that are able to raise 
labor productivity, that have a short period of capital return, that have 

a high profit rate, that have a high tax and profit delivery, that use 

a small amount of capital without repayment and that have fast turnover. 


Foreign Businessmen's Profits Considered 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 23 May 83 p 3 


[| article by Wang Yihe [3076 0001 7729], professor of the Department 
of Economic Consultation of the Shanghai Academy of Social Sciences: 
“We Must Let Foreign Businessmen Truly Have Good Prospects of Gain” ] 


{Text} From 1979 till the present, we have made little progress in using 
foreign capital -n the form of Chinese-foreign joint investments. We have 
approved of 83 companies and absorbed some $100 million of foreign capital. 
Our pace has been slow in catching up with the needs of our four 
modernizations. Tracing the reasons, a very important issue is our 
ideological understanding. 


In those years, Lenin vigorously advocated the “land lease system.” 

Many people, including the high level cadres, remained unconvinced. 

So Lenin wrote articles and reports to enlighten the people's thinking. 

Later on, the “land lease system” was abolished. Poland, Hungary and Romania 
publicized the “joint investment method,” which was revised many times. 

In the beginning, the policies were very ambiguous. After they were later 
clarified step by step, the foreign businessmen were willing to go for thea. 
[t appears that the countries that have scored revolutionary victory have 

all traversed such a stage. 


‘ince we are engaged in “joint investment,” we should not only consider 
issues from just our stand, but must let the foreign businessmen truly have 
good prospects of gain. We must truly attain the principle of “equality and 
mutual benefit.” Particularly because we are still just beginning to become 
involved in joint ventures, some foreign businessmen are still not sure of 
the environment for investment and the safety of investment, and our basic 
facilities and monetary system are still not perfect. Thus, there is no 
harm in providing more favorable terms and convenience. 


In addition, we must be able to see that direct investment is not the same 
as loans. The former directly links together the interests of the foreign 
businessmen with economic management. It can “settle down” for a relatively 
long period of time, and not only will bring technology, management and the 
relations in the international market, but will also draw in more investment. 
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Joint Ventures Discussed 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 23 May 83 p 3 


[Article by Chen Guanlie [7115 6034 3525], professor and head of the 
Department of the World Economy of the Fudan University: “The Nature 
of Joint Ventures is State Capitalism” | 


[Text] To further develop joint venture and regard it as an important mode 
for our country in utilizing foreign capital is in accordance with the 
situation in our country and is appropriate to the trend of development 

of the present world economy. 


First, it is in accordance with the political situation in our country. 
China {ts a socialist country that maintains independence ard keeps the 
initiative in its own hands. Joint venture is set up in accordance with our 
country's needs and through feasibility analyses. We become a shareholder 
as wel! as take part in business management. The enterprises are brought 
into our plan and are put under our country's legal jurisdiction. They are 
not foreign enterprises, but are Chinese enterprises that embody the nature 
of state capitalism and are a form of our country's diversified economy. 
Thus, we need not worry about their harming our sovereignty. If we are 
afraid of everything, then we will forget the basic political situation 

of our country. 


Second, the economic situation in our country is that our technology is 
backward, that all neglected tasks are awaiting to be undertaken and that we 
lo not have sufficient capital. Through joint venture, we can allow foreign 
businessmen to bring in a portion of capital as well as new technologies and 
expeciences in advanced management. In this way, we can provide samples for 
our domestic enterprises and promote the all-round transformation of our 
country's production technology. Of course, this will bring about pressure 
on the backward enterprises, some of which may even be eliminated. But this 
only means to let our country's advanced enterprises replace certain backward 
enterprises, and is therefore not entirely a bad thing to happen. 


In light of the development of the world economy, the present trend is the 
internationalization of production and the heightening of the degree of 
mutual dependence. A country that is not good at utilizing this trend will 
inevitably lag behind in the competition. In the last 20 years, the new 
technologies have aged rapidly and the product cycles have been shortened. 
The west is presently facing a crisis again. This is extremely favorable 
to our import of technologies. 


At present, the understanding of many of our comrades is still lagging behind 
the situation. Some obstacles also exist in our system of organization. 
The various departments and various aspects should proceed from the high 
plane of strategy and take the whole country into account in enhancing the 
development of joint venture, and not to add to its difficulty. If the 
various aspects only want to directly obtain advantages from joint venture, 
they will ultimately harm our country's treasury. 
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[ propose that the State Council should set up an authoritative organ to 
coordinate and unify the steps of the various aspects and carry out joint 
venture properly. 


Foreign Debts Discussed 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 23 May 83 p 3 


[Article by Wu Manlu [0702 1819 7629], deputy researcher of the International 
Monetary Research Institute of the Bank of China: “How Should We Treat 
Foreign Capital, Debts and Favorable Balance?™} 


[Text] If we want to utilize foreign capital, we must incur debts. Under the 
present condition in our country, it is not a frightening thing to incur some 
foreign debts. From the macroeconomic standpoints, if we do not maintain a 
definite debt, the ground of activity for our economic policy will be narrowed. 


If we only think about maintaining a favorable balance, then we are providing 
the foreign countries with our ow commodities and labor service and are 
putting our foreign exchange abroad for use by other people. This is 
contradictory to the long term policy of our country's utilization of 

foreign capital. 


The enterprises of the western nations are incurring debts in doing business 
and the banking system is also incurring debts in doing business, and they 
make money through incurring debts. The question does not lie in whether or 
not one borrows money, but in how one uses the money in raising the economic 
results. We must change our concept of debts. 


Of course, among the various forms of utilizing foreign capital, the foreign 
capital from joint venture is different from foreign debts in the form of 
credits. The credit form must ensure repayment of principle with interest 

at a fixed schedule. We allow the foreign businessmen to obtain reasonable 
profits. But if the joint venture does not make any profit, then our country 
does not shoulder any responsibility or risk in the capital of investment. 

Of course, from the angle of international income and expenditure, the capital 
of a joint venture belongs to the income of the item of capital. Thus, it is 
ilso a debt. 


In further utilizing foreign capital, presently we must especially develop 
joint ventures. The party Central Committee has shown great determination in 
this because this is a task of strategic significance, is a long term policy 
and not a temporary makeshift plan. 


Of course, the ability to repay a foreign debt finally is expressed in our 
country's export ability. Thus, the strategy for export is of utmost 
importance. I feel that the regional structure and commodity structure of 
our export must undergo necessary readjustments so as to give a more solid 
basis for the work of utilizing foreign capital. 
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POREIGN TRADE 


GUANGDONG ADOPTS ANTISMUGGLING MEASURES 
Guangzhou NANFANG RIBAO ir Chiense 4 Jun 83 p l 


/Report by reporter Su Zhongheng /5685 0112 5899/:_ "Our Province Has Adopted 
12 Measures to Crack Down on Smuggling Activities"/ 


/Text/ In light of the new situation and new problems that have emerged in the 
present antisnuggling struggle, the provincial party committee and the provin- 
cial people's government recently adopted a strategic plan in antismuggling work; 
they studied and formulated 12 measures in this regard. These measures are 
being implemented in the various localittes. 


The major contents of these measures are: Carry out publicity and education on 

a grand scale in the antismuggling struggle, raise the understanding of the 
leadership at various levels toward the importanc® and protracted nature of the 
antismuggling struggle, educate the masses to cons.iously refrain from smuggling 
and carrying out illegal sales and purchases, and to boldly wage struggle against 
acts of smuggling and illegal sales. Conscientiousiy emphasize the rectification 
of the basic level and concerned enterprises and departments in these areas 

where smuggling has been more serious. Strengthen management over foreign 
processing and equipment businesses. Speed up the organization and establishment 
of the antismuggling patrol fleet. Strengthen control over the coastline and 
both ends of the special eccnoaic zones. Strengthen security management over 
coastal shipping and harbors. Improve equipment, train personm1 and strengthen 
the antismuggling force at the industrial and commercicl inspection stations 

on land. Strengthen management over personnel in border areas who cross the 
border to work or who go out to sea to make a living. Adopt measures to strictly 
prohibit all mechanically-operated vehicles from carrying s-wggled goods. 
Continue to grasp firmly the solution of major smuggling cases and sternly 

crack down on any existing criminal activities. Exchange and popularize the 
experiences in antismuggling work. Perfect the government antismuggling admin- 
istrative bodies at various levels. 


The concerned departments of the province held that, in the antismuggling 
struggle, it was necessary to popularize the fresh experiences that had emerged 
in various places. Dongguan County has strengthened its management over foreign 
processing and equipment. Haimen Township in Chaoyang County has checked the 
ant ismuggling tendency through rectifying the basic level. These are all fine 
experiences. The various localities should consult these experiences and, 
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through rectifying the key communes and production brigades, rectifying the 


enterprises that handle foreign processing and equipment, rectifying the shipping 
and vehicuiar transportation departments that operate between Hong Xong anc 
Macao and rectifying the basic level units of the antismuggling exec ‘ve depart- 


ments, further perfect the various systems of management, formulate village 

ules and civilian pacts, set up an antismuggliing system of responsibility, anc 
implement the antismuszling tasks to the counties, communes, production brigades, 
enterprises and vehicies and boats. From now on, it is necessary to investigate 
the leading cadres who have failed to perform their duties and who have lost 
their vigilance, neglected their duties and caused a smuggling resurgence of a 
mass character. 


In order to cite those personnel who have performed meritorious service in the 
antismuggling struggle, the provincial people's government has decided to convene 
a provincial antismuggliing commendation rally in the fourth quarter of this year. 
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LABOR AND WAGES 


FACTORY MANAGER CONTRACT RESPONSIBILITY SYSTEM DESCRIBED 


Xian SHAANXI RIBAO in Chinese 8 Jun 83 p 3 


[Article from the Provincial Committee Policy Institute publica- 
tion DIAOCHA ZILIAO-RESEARCH MATERIALS, No 13: "Analysis of the 


Contract Responsibility System of Factory Managers (Directors)" | 


[Text | During the past two years, Shaanxi has made relatively ra- 
pid developments in its enterprise responsibility systems, there 
are a variety of types and the manager (director) contract respon- 
sibility system is one of the best. At present, this system is 
continuing to develop and might possibly become the major type of 
commune and brigade enterprise contract responsibility system. 

The manager (director) contract responsibility systems generally 
fall into three types: 


One type is collective ownership, individual contracts, assigned 
profits and division of quota excesses. The enterprise'’s means of 
production still belongs to the collective, contracts are adminis- 
tered by the individuals, the contractors are the managers or 
directors and after they turn over a fixed amount of profits the 
superprofits are either proportionally divided up by the collec- 
tive, enterprise and staff and workers or the entire amount is 
placed under enterprise control. This is the currently favored 
type. Another type consists of collective ownership, joint con- 
tracts, assigned profits and distribution of the quota excesses. 
Yet another type is for individual-—collective joint operations, 
individual investment in plant construction and individual con- 
tract management with proportional profit distribution. 


The common features of these three types are: support of the col- 
lective ownership of the means of production, adherence to the 
division of labor, and the use of democratic management. First, 
the means of production originally owned by the enterprise is 
placed under collective ownership, contractors have only the 
rights of use and do not have the rights of disposal. Equipment 
purchased for the enterprise reverts to ownership of the enter- 
prise's collective. The equipment purchased through individual 
investment is, after the contract period is completed, then sold 
to the enterprise at a discounted price to guarantee that the 
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commune and brigade enterprises follow the path of collective 
ownership in continually developing strength and size. Second, 
enterprise income, except for that used for costs, expenses and 
taxes, is partly handed over the collective, partly retained b 
the enterprise and partly used for staff and worker wages, awards 
and other welfare benefits. Compensation for the manager (director) 
takes into account the int-vests of the four elements of excel- 
lence, the collective, the nterprise and the staff and workers, 
and this stimulates everyone's enthusiasm. Third, enterprise 

n 


Managerial activities are provided with commune and brigade guid- 
nee and planned allocations. They also have relatively great 
aut onomy and some employ the "three downward transfers of autnor- 
ity" which means that personnel authority, financial authority 
and administrative authority are transferred downward to the mana- 
ger (director). Some employ the “four self" policy which is "self- 
Selection of teams, self-selection of personnel, self-administra- 
tion and self-provision in financial matters," so that the manager 
(director) can exercise authority over enterprise affairs. Fourth, 
the manager (director) interfaces upward with the enterprise con- 
tractor who is responsible to the commune or brigade and inter- 
faces downward with the representative of all staff and worker 
interests. Within the enterprise the manager (director) has equal 
political and economic status with the staff and workers, and all 
are masters of the enterprise. The salary differential between 
the manager (director) and the staff and workers fundamentally is 
tne salary differential that exists between simple and complex 
work in making a distribution according to one's labors. The qua- 
lity of enterprise administration is closely related to the bene- 
fits of the manager (director) and is directly related to the 
conomic interests of ail the staff and workers. These features 
demonstrate that the manager (director) contract system is basical- 
ly different from contract household and hired help management 
and rather is a type of management responsibility system ina 
cooperative economy. 


According to a study of the main features of 10 enterprises which 
carried out manager (director) contracts in Changan county, Baoji 
county and Xianyang city, except for one that had not made any 
Original investments and one that was newly built, prior to the 
contracts five had suffered losses for successive years and alto- 
getner .-d debts both within the enterprise and to others total- 
ing 361,200 yuan, and three others had minor profits. Only one 
year after the manager (director) system had been effect, all 

the enterprises that nad suffered losses became profitable and 
the profitable -nterprises greatly increased their profits. In 
1982, 8 of the 10 enterprises made enterprise investments total- 
ing 1.481 million yuan, a 1.54 fold increase over the previous 
year. Current profits exceed 524,000 yuan, a 9.44 fold increase. 
Profitability is 35.43 percent, and 308,700 yuan was turned over 
to the communes and brigades, a 7.82 fold increase. Retained en- 
terprise profits were 67,000 yuan, a 1.36 fold increase. Taxes 
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paid totaled 149,500 yuan, a 3.4 fold increase. Costs were 
555,300 yuan, and the cost ratio declined from 61.2 percent to 
37.5 percent. Staff and worker income also greatly increased with 
some increasing about 40 percent and some doubling. 


The basic reason why this type is able to achieve such good re- 
sults is that a series of reforms were made to the previous type 
of administration. 


1. Reform of the cadre appointment system of hiring people and 
use of “enlightened people” to administer the enterprises. 


Ine key link in the quality of enterprise operations is the 
leadership groups. For a long time in the past this problem was 
not resolved, and of the enterprise management cadres appointed 
by the communes and brigades the greac majority entered through 
the “consideration” of the organization and the commune and bri- 
gaide enterprises became “runoff ditches” for the brigade and pro- 
duction team cadres. Although the great majority of these people 
are good cadres, few of them are"enlightened people” skilled in 
management. In carrying out the manager (director) contract 
syatem the commune or brigade assigns contracts according to the 
person's skills and the contractors perform them according to 
their abilities. They moreover have the authority to “form their 
own cabinets" and hire workers, and the hiring system has com- 
pletely done away with the old appointment system. This is the 
basic reason why these enterprises could so quickly "rise from 
the dead and come to life.” 


2. Reform of the excessively centralized management system and 
expansion of enterprise economy. 


Previous Commune and brigade enterprises were all directly under 
commune and brigade Party political leadership, which was sti- 
fling. From management direction, management scope, production 
planning, personnel arrangements and profit distribution to pro- 
duction, supply and sales, everything was determined by the com- 
mune and brigade and the enterprises lacked management autonomy. 
This overly centralized management system is too restrictive of 
enterprise operations, i.e., the administrators are very intelli- 
gent “enlightened people" and this also is a situation wherein a 
“hero cannot display his prowess." The manager (director) contract 
responsibility system utilizes the methods of responsibility to 
higher authorities for completion of a task, autonomous opera- 
tions and a close relationship between responsibilities, authority 
and profits, which frees the enterprises and allows them to gain 
preater autonomy. It also promotes reforms within the enterprises 
and makes the whole enterprise more lively. Within the scope of 
contract regulations, the managers (directors) who assumed the 
contract responsibilities in production administration, enter- 
prise management, personnel arrangements and awards and penalties 
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as well as distribution of superprofits all have great authority. 
The managers can utilize this authority in taking a free hand in 
applying their own abilities to make overall reforms of each and 
every aspect of the enterprise management system and improve 
“conomic results. It is precisely the major reforms of this 
management system that allowed many depressed enterprises to be 
revitalized. 


3. Reform of the egalitarian distribution system unleashed en- 
terprise internal motivations. 


Implementation of the manager (director) contract responsibility 
relia on the one hand expands enterprise autonomy so that it can 
ray eauey out independent accounting and become an economic 
init sponsible for its own profits or losses, and on the other 
hand it promotes the implementation of the enterprise's internal 
economic responsibility system, stimulates the director, staff 
iid workers to be concerned with enterprise management, smashes 
egalitarianism, embodies the principle of distribution according 
to labors, promotes external pressures and internal motivation, 
and is invigorating, so that it is possible to achieve good eco- 
nomic results. In Baoji county the Duchuang commune Zhujia bri- 
gade brick factory since 1976 suffered 5 straight years of losses. 
In March of 1982, they implemented a director contract responsi- 
shard system, with the director Guo Changcai 16753 7022 2088 | 
ndertaking the contract. After assuming the contract, Guo select 
ed three reforms to enact: first, he reduced the non-production 
personnel in 5 groups and offices from 20 to 5 people; second, 

» teams and groups were fitted with a "6 fixes, 1 award" 
“sponsibility system (fixed personnel, fixed equipment, fixed 
tasks, fixed profits, fixed quality, fixed costs, and compensa- 
tion linked to production with awards for overproduction and 
penalties for underproduction) and the establishment of a seven- 
point management system encompassing labor management, financial 
management and quality management; third, reform of the wage 
system, from inflexible distribution and rigid recordkeeping to 
basic work points plus bonuses, with later elimination of work 
points and a change to a floating wage system. These reforms re- 
vitalized the enterprise. In 1982, the gross output value was 
170,000 yuan, a 1.45 fold increase over the previous year. Pro- 
duction expenses declined from 43,000 yuan to 29,500 yuan, a 
46.4 percent decrease. Taxes paid totaled 18,000 yuan, a 2.77 
fold increase. The contract funds handed over to the brigade were 
52,000 yuan (including a superprofit portion of 7,170 yuan), 

21.2 fold increase. Staff and worker wages and awards were 53,730 
yuan, an 89.7 percent increase and the per capita average annual 
income was over 500 yuan, of this Guo Changcai had income of 

I5Q YUuAne 
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LABOR AND WAGES 


ni FORM OF WORKFORCE UTILIZATION SYSTEM DISCUSSED 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 23 May 83 p 2 


[Weekly Commentary by Xiao Liang [2556 0081]: "Replacing the 'Lifet ime 
System" with the Contract System--A Probe into the Reform of the Workforce 
Utilization System") 


[text] A major abuse in our country's existing workforce utilization system 
is the “Lifetime system" that is formed in the implementation of the permanent 
workforce system. Its form of manifestation is that, as long as a person 
becomes a permanent staff member or worker, he will remain so for life. 

In addition, his post can be inherited by his children and grandchildren. 

Such a system fosters the tendency in some people to not strive to make 
progress, to not actively carry out labor, and to not study hard. At the 

same time, it fails to encourage those people who work hard and who have 
enthusiasm. Because an enterprise cannot increase or reduce its labor force 
in accordance with the needs of reality, and because the individual cannot 
choose his own vocation, the entire system is made very inflexible. This is an 
extremely important cause of overstaffing in enterprises, laxity in labor 
discipline, low labor productivity and poor economic results. Thus, we must 
reform the existing workforce utilization system. 


Combine the Workforce Utilization Contracting with the Economic System of 
Responsibility 


low should we reform the workforce utilization system? In view of the 
situation of the experiments conducted at selected enterprise units in 
Nanning City and other areas, the best method is to implement the labor 
contracting system. This means to replace the "lifetime system" with 
the contracting system. 


The characteristic of the labor contracting system is: To use the form of 
signing labor contracts in order to stipulate the responsibility, rights and 
interests of the laborers and the units that hire them (including the term 
period, production and work tasks, wages, awards and punishments, welfare 
treatments, labor discipline, labor protection and the methods of hiring, 
firing and resignation, and so forth), thereby closely integrating the 
workforce utilization contracting with the economic system of responsibility. 
The advantages to promoting the labor contracting system are: 
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First, the enterprise can choose and appoint able personnel in accordance 
with the needs of production and increase and reduce the labor force. 
This is favorable to improving the enterprise's management and overcoming 
overstaffing. 


Second, the staff members and workers can appropriately choose their 
vocations and units under the overall arrangement. This is favorable 

to solving such problems as jobs that are unsuited to one's special training 
and unreasonable distributica, and to attaining the purpose of one working 
to the best of one's ability. 


Third, award the hardworking and punish the lazy, encourage the advanced 

to become even more advanced and urge on the backward to abide by discipline 
and the regulations and carry out labor properly. In this way, we can 
further mobilize the enthusiasm of the entire body of staff members and 
workers, 


Fourth, using the economic method to manage the economy, we can expose the 
problems in the enterprise's business management and the management in the 
entire economy and enhance the proper solution to these problems. This is 
because, once people can appropriately choose their own vocation, then, 
those localities and units where people are reluctant to go to must have 
some problems one way or another. These localities and units will hav2 to 
improve their work. 


Fifth, bring about the reform of the entire labor system. In promoting the 
labor contracting system, we need the coordination of the reform of such 
systems as wages, welfare and insurance. We must enable the staff members 
md workers under the contracting system to obtain more remunerations atter 
they have expended more labor. We must also implement social security so 
that they will be protected when they encounter such problems as birth, age, 
iliness and death. 


Sixth, the system is favorable to guaranteeing and respecting the right to 
labor and freedom of choice of the laborers. 


lt is not Good to have Absolute Security 


| think there are two theoretical bases for implementing the labor 
contracting system under the terms of socialism: One is that socialist 
labor is the unity of conscious labor with compulsory labor. On the one 
hand, people labor for the interests of the state and the improvement of 
their own livelihood. This embodies a conscious and voluntary character. 

On the other hand, labor is still primarily a means by which people make a 
living, in that "it they do not labor they will have no food to eat." Thus, 
it embodies a definite compulsory character. Two is the unity of labor by 
people who are their own masters with planned labor. This means that, on 
the one hand, the people are the masters of the state and the enterprise 

and are equal] before the system of the public ownership of the means 

of production and are free to carry out labor. On the other hand, socialist 
labor is an organized and planned labor. Thus, there is the question of 
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how to arrange for a better coordination between individual labor and the 
entire social labor. The implementation of the labor contracting system 
precisely meets the nature, characteristic and spiritual.demand for 
democratic equality of socialist labor. Under the terms of scitalism, 

it is certainly good to let people live and work in peace and contentment. 
But, it is not good the have absolute security, for then, some people will 
feel at ease and justified depending on the state and eating out of the 
"same big pot.' This certainly will be unfavorable to the development of 
the social productive forces. Our workforce utilization system must be 
favorable to the development of the productive forces. 


At present, people still cherish muddled understanding and misunderstanding 
toward this reform in the labor system. For instance, some people regard 


"the same big pot" and the “iron bowl" as the "superiorities" of the 
wcialist system, Other people confuse the permanent work system and 
replacement method with the concept of workers of working-class parentage. 


Still other people worry about whether or not the implementation of tne labor 
contracting system will fail to safeguard the people's labor. I feel that 
these misunderstandings and worries can be resolved. By shattering the 
"same big pot" and the "iron bowl" we are precisely aiming at giving play 

to the superiority of the socialist system. Furthermore, as long as we 

give play to the superiorities of the system of the public ownership of 

the means of production, distribution according to work and the planned 
economy, we can solve these problems in a very satisfactory manner. 
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TRANSPORTATION 


DEVELOPMENT OF PORTS IN SHANGHAI ECONOMIC ZONE DISCUSSED 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 23 May 83 p 1l 


[Article by Tu Deming [1458 1795 6900], engineer of the Shanghai Port Office: 
"What Will Be A Rational Port Layout?")] 


[Text] Besides the two seaports of Shanghai and Ningbo, the Shanghai 
tconomic Zone also has the Nantong Port and the Zhangjia Port on the Chang 
Jiang. The present handling capacity for these four ports is over 100 
million tons: The Shanghai Port handles over 70 million tons, the Ningbo 
Port 25 to 26 million tons, and the Nantong Port and Zhangjia Port together 
/5 to 26 million tons. The other ports of different scales along the inland 
river are Suzhou, Changxi, Changzhou, Hangzhou, Jiaqing, Wuhu and Shaoxing. 
The economic zone is in reality situated in the midst of a water network. 

The present most urgent issues for the economic zone are energy and transport, 
with the port being the most prominent contradiction in communications and 
transport. For a long period of time, the ratio between ports and communi- 
cations and transport was very poorly coordinated. Since the Liberation, 

the rate of utilization of shipping in the transportation along the coast 

and the Chang Jiang has increased by 10 to 13 times. The present ocean 
liners have a transport capacity of nearly 10 million tons. Yet, for some 

}0 years, the Shanghai Port has only increased six berths, and the length 

of the piers has only increased by 31 percent. Last year, the fulfilled 
handling capacity, however, had already increased by 45 times. The passenger 
handling capacity has also increased by 4.5 times. Thus, we can see that 

the port is the weak link in the economic zone. 


ihe Contradiction Between the Capacity for the Shanghai Port and its Freight 
Transport has Intensified 


Now, tne development of foreign trade is restricted by the ports. If the 
ports are weak, the state will be compelled to cut its import plan. In the 
Shanghai region, many export materials failed to be delivered on schedule, 
and the domestic freight transport likewise were held up by the ports, 
thereby interfering with commodity circulation. 


The Shanghai Port is at the center of the coastline of our country's mainland 
and is the point where the Chang Jiang enters the sea. Its location cannot 
be replaced by other ports. At present, the Shanghai Port has had trade 
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relations with over 160 countries and regions. From here, one can reach any 
other port in the world. The most primary issue at present is insufficient 
piers and berths and a serious inadequacy in the overall passage capacity. 
Undergoing technological transformation since the Liberation, this 100 year 
old port has already changed 22 berths into the 10,000-ton category, but these 
changes only occurred along the Huangpu Jiang, At present, the handling 
capacity is still lingering around 70 million tons. Yet, last year, the actual 
fulfilled task vas 89.76 million tons. This was attained through stretching 
the facilities, fighting it out with a huge crowd of people and overloading 
the operation. If we continue to do this over a long period of time, the 
consequence will be dreadful to contemplate. Presently, the contradiction 
be.ween the inadequate port capacity and the daily increasing freight 
transport tasks has become considerably intensified. It is estimated that 

by 1985, the volume will be over 100 million tons, and 180 million tons by 

the end of this century. Some people even estimate it to be 300 million tons. 
How should we solve this problem? 


Port Layout Cannot be Divorced from the Economic Hinterland 


[ feel that it is imperative to develop the Shanghai Port. But we must curry 
oul rational layout from the view of the economic zone and should not be 
restricted by the administrative divisions. Take the Ningbo Port as an 
example. Before building the coal pier, it encountered the problem of 
silting. After adopting measures, now a 10,000 ton liner can dock at the 
pier. Toward the end of the fifties, construction of the Yaojia big sluice 
gate bottlenecked navigation. With regard to the port's economic hinterland, 
besides itself, the Shanghai Port also has the broad hinterland of the 16 
provinces and cities along the rivers and the coast. Thus, it has a very 
tull treight transport task. Why is it that, having piers, the Nantong and 
Ningbo ports fail to take over the freight transport tasks? Of course there 
are subjective reasons. But the more important objective reason is that the 
economic hinterland fails to play a decisive role. The hinterland for the 
Nantong Port is basically limited to the Nantong and Yangzhou prefectures, 
and the industrial transport volume is, comparatively speaking, much smaller. 
The port certainly can shoulder some of the tasks of the Shanghai Port. 

The Beichang Pier of the Ningbo Port is equipped with the nation's first 
class advanced technology. As a complementary facility to the Baoshan Steel 
Company, it is affected by the [construction] delay at the Baoshan Steel 
Company and does not have any tasks since its completion. Around the Baoshan 
Steel Company one hears it said that utilizing the Beichang Pier as a transfer 
point is not only not economical but irrational: at Luohuashan in the 
Shanghai Port, there is a relieving facility; if 100,000 [sic] ton old ships 
are converted into relief boats for the transfer of ores from the Beichang 
Port and we could economize several million, maybe even 10 million, yuan. 
From both the macroeconomic and microeconomic points of view, Luohuashan 

will score higher economic results than Beichang. 


In Port Layout, it is not Necessary to Blossom Everywhere 


In port layout, it is not necessary to blossom everywhere. For instance, 
the Nantong and Ningbo ports are comprehensive ports that are not of a large 
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<ale. They can be regarded as regional centers and they do not necessarily 
have to be equipped with container piers in the future. The large container 
ships can go through the Shanghai Port and transfer to small ships that will 
be dispersed to other small ports. Because the freight volume of the small 
ports is not big, a large container that goes to those ports will not have 

a full load or may even be empty on its return trip. This phenomenon, 
however, will not happen at a large port. Thus, only by integrating the 
large and small ports can we score good economic results. 





With regard to dispersal, there are still many complicated factors. 

The Shanghai Port urgently requires dispersal. Why do some cargo owning 
units, including some departments in Jiangsu and Zhejiang, disagree to 
dispersal? The reason lies in the transportation cost. For instance, 

if Shanghai contracts the transfer of coal, the cost is lower. The piling 
fee for one ton of coal each day is only 0.01 yuan, while Ningbo want 0.10 
yuan. Furthermore, the cargo owning units require speed, and the freight 
units hope that the boat will be loaded round-trip. The Shanghai Port 

can satisfy the desires of both parties, while the small ports have difficulty 
doing so. Thus, to carry out dispersal, we must implement these specific 
1ssues. 
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THE PRINCIPLE OF ‘TO EACH ACCORDING TO HIS WORK' 
Guangzhou GUANGZHOU RIBAO in Chinese 9 Jun 83 p 4 


[Article by Li Chenji [2621 2525 6549]: "An Inquiry into the Problem of ‘to 
Each According to His Work'"] 


[Text] From the viewpoint of combining theory and practice, how can we 
correctly understand the principle of “to each according to his work"? At 
present, economic circles throughout the country are making a thoroughgoing 
investigation of this principle. We take this opportunity to introduce some 
of the probelms involved. 


(1) Concerning the problem of whether or not it is necessary to impose 
restrictions on “to each according to his work,” one opinion is that such 
restrictions are unsuitable. Because "to each according to his work" is an 
objective economic law, only after a change in the objective economic con- 
ditions which produce the principle of "to each according to his work" occurs, 
can the law of "to each according to his work" be superceded by the law of 
"to each according to his needs." "To each according to his work" demands 
that an equivalent amount of labor fetch an equivalent amount of goods; if 
this is subject to restrictions, it will both infringe upon and subvert the 
iaw of “to each according to his work." However, another opinion is that 
"to each according to his work" can be subject to restrictions. Because it 
is impossible in reality for amounts of labor and amounts of remuneration to 
«xist in exact proportional relationships, restrictions can be artificially 


imposed. 


(2) Concerning the problem of how to understand the concept of "work" in 
"to each according to his work," there are many different points of view. 


The first opinion is that what this "work" means is the worker's work 
capacity rather than the amount of labor the worker contributes to society. 


The second opinion is that this "work" is the integrated embodiment of the 
three forms of labor. To fix how much time is involved for wages, one has 

to take into consideration the latent form of labor, and by making such things 
as skill grade, the position, and the title the basis of adjusting wages one 
can encourage the worker to improve his professional skills and technical 
competence. To determine the floating form of labor, one has to make such 
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things as the time expended in work, the intensity of labor, and the amount 
of difficulty or arduousness involved the elements for adjusting wages, and 
this will be an effective way to encourage the worker to work hard. To de- 
termine the materialized form of labor, one has to have the amount of wages 
fixed by the specific conditions governing the fulfillment of production 
quotas, and this will be an effective way to encourage the worker to enhance 
economic results. 


The third opinion is that this “work" means the worker's amount of labor. 

An individual's amount of labor must be converted into the average amount of 
labor in the economy that an equivalent amount of labor can fetch an equivalent 
amount of goods. This "work" can only be the materialized form of labor. 

This is because what the worker contributes to society can only be his 
efiective labor that is materialized in products. As far as the latent form 

of labor is concerned, since work capacity is not brought ircto full play and 

nw contribution is made to society, participation in distribution is unwar- 
ranted. As for the floating form of labor, it lacks any means to determine 

the efficiency of labor. 


fhe tourth opinion is that we should make seniority an element in determining 
the “work” in “to each according to his work.” Here are the reaons for this: 
(1) As a measure by which to calculate labor time can be embodied in the 
“work day,” it also can be embodied in the form of the “work record." 
Seniority is related both to the formation of the essential factors of pro- 


duction as well as to the accumulation of the wealth of society. (2) The 
length of service corresponds to technical competence and the technological 
level. The utilization ratio of work time improves at exactly the same rate 
1) the increase in seniority. (3) The length of service, one's seniority, 
must increase in a synchronized manner [i.e., at the same rate for everyone]. 
At present, the wages of middle aged employees are inclined to be low while 


their responsibilities are heavy. This is an unfavorable situation for the 
reproduction of the labor force. Another opinion close to this one is that 
seniority can be used as an indirect but not a direct basis of determining 
"to each according to his work." It can be used as a basis for the demarca- 
tion of wage scales, but the amount of real wages should be linked with the 
actual amount of work the worker contributes. Because seniority has an 
effect on the quality of the labor force and because it also has an effect on 
the cost of reproducing the labor force, it is necessary to take the upward 
movement of wage scales into account. 


The fifth opinion is that for "to each according to his work" we do not have 
to take seniority into consideration. The reasons for this are: (1) Labor 
time as described by Marx means labor which takes place in the present and not 
labor which took place in the past. If one takes seniority into consideration, 
this can thus create a situation of duplicate counting under which "multiple 
compensation is provided for the same amount of work." It is in contradiction 
with the concept of equal pay for equal work. (2) Seniority has nothing to 
do with the subjective effort of the individual. Taking seniority into 
consideration is thus no different from encouraging one to “muddle along year 
after year, enduring for the sake of acquiring seniority." This also 
encourages the tendency to forsake formal education in order to be employed 
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in industry or commerce which adversely effects improvement in the quality 

of workers. (3) For those who have a great deal of seniority and those 

aged and infirm employees subsidies should be provided, but this kind of 
subsidies can not be considered the “work” in "to each according to his work. 


(3) Concerning the problem of the form of implementing “to each according to 
his work,” one view is to maintain a graded wage system but simplification, 
merging and readjustment must be undertaken. This, in turn, will make the 
wage rates in general reflect distinctions in the amounts of labor. Another 
view is that government offices are suited to carrying out the post-rank 
salary system, and the enterprise units are suited to adopting the floating 
wage system. There is also another view that the piece-rate wage system 

must be implemented in those units which are suitable for it, and that those 
which are piecework and not appropriate for putting it into practice must 
carry out the time-rate wage system supplemented by the floating wage system, 
i.e., the fluctuating wage system. It is also believed that the time-rate 
wage system supplemented by the floating wage system is a relatively better 
form to realize “to each according to his work,” and that this is the direc- 
tion that wage reform ought to take. 
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CONFERENCE ON DEVELOPMENT OF HAINAN ISLAND 
Guangzhou NANFANG RIBAO in Chinese 3 Jun 83 p 1 


/Report by reporter Tang Zhenyang /3282 2182 7402/: _“Hainan Is Starting its 
Prelude To Large-scale Development and Construction"/ 


/Text/ In the middle of and late May, the Hainan District Party Committee and 
Administrative Office convened a conference for county party committee secretaries 
and head of counties to further study and implement the spirit of the "Summary 

vi the Discussion on the Issue of Speeding Up the Development and Construction 

ot Hainan Island" by the party Central Committee and the State Council, stipulate 
and implement specific construction plans, and make a decision to clarify the 
situation, go all out in carrying out work realistically and swiftly and work 

hard to create a new state in the construction of Hainan. 


lhe attendants at the conference held that the "Summary of the Discussion on the 
issue of Speeding Up the Development and Construction of Hainan Island” by the 
crc Central Committee and State Council is another extremely important document 
concerning the issue of developing and building Hainan. The document correctly 
proposed the general and specific policies, principles and measures regarding 

the speeding up of the development and construction of Hainan Island. This is 

a very great encouragement to the broad masses of party members, cadres and 
people of various nationalities in the entire district of Hainan. They unanimously 
held that the "golden age" for developing and building Hainan has arrived. There 
is great hope for the treasure island to take off! For 2 months, the spirit 

of the people throughout the district was high. The prelude for the large-scale 
development and construction of Hainan Island has begun. A large batch of 
engineering construction projects are in the process of active preparation and 
planning. 


Through penetratingly studying and implementing the spirit of the “Summary,” 

the attendants at “he conference concretely studied and made plans for the takeoff 
of the treasure island. The comrades attending the conference unanimously held 
that, in order to properly implement the spirit of the "Summary," speed up the 
building of Hainan, strive to clarify the situation in 3 years and bring about 
obvious changes in 5 years, at present, they must conscientiously emphasize work 
in the following aspects: 


118 








I. Conscientiously study and correctly understand the spiritual essence of the 
"Summary," and unify thinking and action with the spirit of the "Summary."" The 
most fundamental idea and viewpoint of the "Summary" lies in the two words 
"speed up." “he major emphasis is speed. The second emphasis is the word 
“treasure” in treasure island. We must concentrate our effort on the word 
"speed" and make an issue of the word "treasure." 


If. They must do a good job of drawing up an overall plan for the development 
and building of Hainan Island. In stipulating an overall plan, we must integrate 
our strong and weak points, maintain an overall balance and emphasize the main 
points. Toward the projects that Hainan has fixed with the support of the 
various departments of the party Central Committee, we must make overall 
arrangement and implement the specific steps in light of such aspects as manpower, 
financial strength and material strength. In the next 3 to 4 years, we must 
emphasize energy and communications and create the conditions for construction 

in the future. The Hainan District Party Committee and District Administrative 
Office must carry out planning on economic construction in light of the charac- 
teristics of the various hinterlands of the island, and make prelimnary decision 
to divide the island into six economic areas of Haikou, Sanya, Yangpu Harbor, 
Basuo Harbor, Wenchang Qinglan and Tongshi, so as to enable the development and 
construction of Hainan to unfold in a planned manner step by step and with 
emphasis. 


[Il. Within this year, they must concentrate their strength on launching, or 
making preparations for launching, 10 key engineering works of the Changpo 
Mining Factory, the Yangpu Deep Water Harbor, the engineering work of the 8 
lines of the Xihuan Railroad, Haikou and the Sanya Tourist Guest House. 


IV. Correctly make use of the considerable autonomy which is granted by the 
party Central Committee to give a free hand in actively expanding economic 
activities with foreign counties. They must, within the scope permitted by the 
"Sumnary,'’ vigorously develop import and export trade. While strengthening 
unity in the work with foreign countries, they must appropriately expand the 
jurisdiction of the autonomous prefecture, Haikou City and the various counties. 
Furthermore, they must conscientiously implement the policy in overseas Chinese 
affairs and mobilize the enthusiasm of the broad masses of overseas Chinese to 
take part in the construction of their home village. 


During the conference, Liang Lingguang, secretary of the CPC Guangdong Provincial 
Committee and governor of the province, who was conducting inspection work on 
Hainan Island, made an important speech on the issue of how to speed up the 

deve lopment and construction of Hainan Island. 
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